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The Committee on the Judiciary, to which was referred the bill 
(S. 374) to provide for extension, and suspension in certain cases, of 
statutes of limitation on false swearing by Government employees 
with respect to subversive activities and connections, having considered 
the same, reports favorably thereon with an amendment, and recom- 
mends that the bill do pass. 

The purpose of this bill is to extend the period of limitation from 3 
to 6 years, as applied to the prosecution of any employee of the 
United States or any agency or department the reof, or any applicant 
for such employment w ho, in connection with any statement on sub- 
versive activities and connections, violates section 1001 (false state- 
ments) or section 1621 (perjury) of title 18, United States Code. 
Evidence essential to establish violations of these sections is usually 
obtained from confidential informants whose identity, if disclosed, 
would result in loss of their further usefulness in the proteetion of 
the national interest and security. Under present law relating to 
false swearing by Government employees, it is sometimes necessary 
to defer prosecution beyond the present 3-year limitation until such 
time as identity of informants ceases to be of importance to the 
national security. 

In the case of a person committing such an offense when he is, or 
within 1 year becomes, an officer or employee of the United States 
the statute of limitations shall not begin to run until after such 
person has ceased to be an employee of the United States. 

The committee is of the opinion that the national security requires 
the passage of such legislation as promptly as possible. 

The committee amendment, in the nature of a substitute, casts the 
bill in the form of an amendment to the Criminal Code, which is 
believed to be technically the best procedure. At the same time, what 
appear to be necessary distinctions are made. 
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Subsection (a) of the proposed new section (sec. 3292) to chapter 
213 of title 18 of the United States Code provides that any person who, 
while serving as an employee of the United States, violates the provi- 
sions of section 1001 or 1621 by making any false statement or repre- 
sentation concerning any subversive activity theretofore performed 
by him or any subversive connection theretofore maintained by him, 
may be prosecuted for such violation at any time within 6 years after 
such person ceases to be so employed. 

Subsection (b) deals with applicants for Government employment and 
makes a distinction between (1) persons who make application for 
employment with the United States but who do not become employed 
as the result of such applications or who, if employed, do not. become 
employed as the result of such application within 1 year from the 
time of making such application, and (2) persons who make appli- 
cation for employment with the United States and who, as the result 
of such application, are employed by the United States within 1 vear 
from the time E making such application. With respect to persons 
coming within ( ) above, such persons may be prosecuted at any time 
within 6 vears dn the time of the violation. Persons coming within 
(2) above may be prosecuted within 6 years after they cease to be 
employed by the United States. In both (1) and (2) above, unlike in 
subsection (a), the violation must have been made in connection 
with the application. 

This bill is similar to S. 3275, introduced during the 83d Congress 
by Senator Jenner who is the author of S. 374 of the 84th Congress. 

The committee has, however increased the statute of limitations 
to 6 vears, rather than to 10 vears. 

With respect to this bill, the Justice Department reported, under 
date of July 27. 1954, over the signature of the present Deputy 
Attorney General, William P. Rogers, that— 

Hon. WILLIAM LANGER, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. С. 

DEAR SENATOR: This isin response to vour request for the views of the Depart- 
ment of Justice relative to the bil! (S. 3275) to provide for extension, and suspension 
in certain cases, of statutes of limitation on false swearing by Government employ- 
ees with respect to subversive activities and connections 

The bill would provide for a 10-vear statute of limitations to be applicable, in 
place of the existing 3-vear statute, to the prosecution of anv empiovee of the 
United States or any department or agency thereof, or any applicant for such 
employment, who, in connection with anv statement respecting subversive activities 
and connections, violates section 1001 (false statements) or section 1621 (perjury) 
of title 18. United States Code. It would further provide that if at the time of 
the commission of such an offence a person is. or subsequently and within | year 
thereafter becomes, an officer or employee of the United States or of any depart- 
ment or agency thereof or of anv corporation the stock of which is owned in whole 
or in major part bv the United States or any department or agency thereof, the 
10-vear statute of limitations shall commence to run after such person has ceased 
to be employed as such officer or emplovee. 

The evidences essential to establish violations of section 1001 or section 1621 in 
connection with statements relating to subversive activities and connections is 
for the most part, received from confidential informants. The identity of these 
persons cannot be made public without a loss of their further usefulness in the 
protection of the national security. It is therefore necessary, at times, to defer 
prosecutions beyond the present limitation period of 3 years to a time when con- 
cealment of an informant’s identity ceases to be important from the standpoint of 
the national security. Therefore, an extended period of limitations such as would 
be provided by the enactment of this bill would appear to be desirable. 

The proviso, extending the limitation period to 10 vears after the termination 
of employment with the United States or any department or agency thereof, or 
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any corporation the stock of which is owned in whole or in major part by or in 
behalf of the United States, should serve as a strong deterrent to attempts by 
subversives to infiltrate the Government. 

Accordingly, the Department of Justice recommends the enactment of the bill. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely, 
WILLIAM P. ROGERS, 
Deputy Attorney General. 


The committee concurs in the views of the Department of Justice 
as expressed above, save only that, as already noted, the statute of 
limitations has been increased to 6 years, rather than 10 years. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bıll, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


UNITED STATES CODE 
+ * * * * 
TITLE 18—CRIMES AND CRIMINAL PROCEDURE 
B * * * * 


CHAPTER 213. [LIMITATIONS 
* * + * * 6 


"3292. Government employees and. applicants for Government employment—false 
statemenis or representations concerning subversive activities and connec- 
tions.” 

“(a) Any person who, while serving as an officer or employee of a department or 
agency of the United States, violates the provisions of section 1001 or 1621 by making 
any false statement or representation concerning any subversive activity theretofore 
performed by him or any subversive connection theretofore maintained by him may 
be prosecuted, tried, and punished for such violation at any time within six years 
after such person ceases to be such an officer or employee. 

““(b) Any person who, in connection with an application for his employment by a 
department or agency of the United States, violates the provisions of section 1001 or 
1621 by making any false statement or representation concerning any subversive 
activity theretofore performed by him or any subversive connection theretofore main- 
tained by him may be prosecuted, tried, and punished for such violation at any time 
within six years after such violation, except that if any such person becomes an officer 
or employee of a departmeni or agency of the United States within one year from the 
date of such application. and as the result of such application, such person may be 
prosecuted, tried, and punished for such violation at any time within six years after 
such person ceases to be an officer or employee. 

“(c) As used in this section 

(1) the term ‘subversive activity’ means any act which when performed was 
punishable under (A) chapter 37 (relating to espionage and censorship), chapter 
105 (relating to sabotage) or chapter 115 (relating to treason, sedition, and 
subversive activities) of title 18 of the United States Code, or (B) section 4 or 
section 15 of the Subversive Activities Control Act of 1950, as amended, and any 
act which when performed was punishable as an act of participation in any at- 
tempt or conspiracy to commit any offense punishable under any such chapter or 
section; and 

““(2) the term ‘subversive connection’ means membership in, or active participa- 
tion in the affairs of, any organization which (A) is proscribed by section 3 
of the Communist Control Act of 1954, (B) under the Subversive Activities Con- 
trol Act of 1950, as amended, is registered as, or has been finally determined to be, 
a Communist-action organization. a Communist-front organization, or a Com- 
munist-infiltrated organization, or (C) is included in any list of organizations 
determined by the Attorney General to be organizations having subversive ob- 
jects or purposes." 

O 
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CLARIFICATION OF THE INTENT OF CONGRESS WITH 
RESPECT TO STATE LEGISLATION CONCERNING SE- 
DITION 


JuNE 5 (legislative day, June 4), 1956.—Ordered to be printed 


Mr. EasTLAND, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany S. 3617] 


The Committee on the Judiciary, to which was referred the bill 
(S. 3617) to amend title 18, United States Code, to authorize the en- 
forcement of State statutes prescribing criminal penalties for sub- 
versive activities, having considered the same, reports favorably 
thereon with an amendment and recommends that the bill, as 
amended, do pass. 

AMENDMENT 


Page 1, line 7, strike out all of line 7 down to and including the 
word *'the" before the word **enactment"' in line 8 and insert in lieu 
thereof the word “The”. 

PURPOSE 


The purpose of the legislation, as amended, is to restore to the 
several States the right to enforce State statutes in the field of sedi- 
tion, which right was abrogated by the decision of the Supreme 
Court of the United States in the case of Commonwealth of Pennsyl- 
vania v. Nelson. 

STATEMENT 


In the case of Commonwealth of Pennsylvania v. Steve Nelson, the 
Supreme Court of the United States recently held that Congress, in 
passing the Smith Act of 1940, the Internal Security Act of 1950, 
and the Communist Control Act of 1954, had intended to occupy the 
legislative field in regard to sedition, to the exclusion of the States, 
and accordingly the Pennsylvania Sedition Act was unenforceable. 
The effect of this decision is to deny the effect of sedition laws of the 
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2 STATE LEGISLATION CONCERNING SEDITION 





States, and also to cast grave doubt upon the right of State legislatures 
to investigate the Communist conspiracy, since legislatures may not 
be empowered to investigate a subject on which they cannot effectively 
legislate. 

The present bill seeks to correct this situation by declaring, in terms 
so explicit as to leave no doubt, the actual intent of the Congress; 
namely, that the existence of Federal statutes shall not prevent 
enforcement of State laws in the field of sedition. 

As originally introduced, the bill declared that the enforcement of 
State sedition legislation should not be prevented by the enactment 
of Federal statutes in the same field, “Except to the extent specifically 
provided by any statute hereafter enacted by the Congress.” This 
exception has been stricken from the bill as reported. 

In a hearing on the bill, testimony was received indicating that 
the Nelson decision has severely crippled the efforts of individual 
States to investigate and prosecute local Communist conspiracies. 
For this reason, among others, the measure has received the vigorous 
support of the National Association of Attorne ‘ys General. 

The bill has also been approved by the Department of Justice, as 
indicated by the following letter from Deputy Attorney General 
William P. Rogers: 

May 16, 1956. 
Hon. James O. EASTLAND, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear Senator: This is in response to your request for the views 
of the Department of Justice concerning the bill (S. 3617) to amend 
title 18, United States Code, to authorize the enforcement of State 
statutes prescribing criminal penalties for subversive activities. 

The bill would amend title 18 of the United States Code by adding 
a new section to chapter 115, which deals with treason, sedition, and 
subversive activities. It would provide that except as Congress here- 
after provides to the contrary any act of Congress here ‘tofore or here- 
after enacted, including any provision in chapters 37, 67, 105, or 115 
of title 18 of the United States Code or of the Subversive Activities 
Control Act of 1950 or the Communist Control Act of 1954, which 
prescribes a criminal penalty for any act of subversion or sedition 
against the Government of the United States or any State, shall not 
prevent the enforcement in the State courts of any State statute pre- 
scribing a criminal penalty for “any act, attempt, or conspiracy to 
commit sedition against such State or the United States, or to over- 
throw the government of such State or the Government of the United 
States.” As used in the proposal the term “State” would include 
Alaska, Hawaii, and Puerto Rico. 

As a consequence of the Supreme Court’s recent decision in the 
case of Commonwealth of Pennsylvania v. Nelson, State sedition laws 
have been precluded from operation. In that case, the Court pointed 
out that ‘‘Where, as in the instant case, Congress has not stated 
specifically whether a Federal statute has occupied a field in which 
the States are otherwise free to legislate, different criteria have 

furnished touchstones for decision.” ‘The Court, in applying the 
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pertinent touchstones, reached the conclusion that Congress "intended 
to occupy the field of sedition [and that] no room has been left for 
the States to supplement it." Enactment of the bill would express the 
intent of the Congress that the States may exercise concurrent power 
to punish acts of sedition or advocacy of the violent overthrow of 
organized government, committed within their respective borders. 

Inder well-recognized constitutional principles the supremacy 
clause of the Constitution has been interpreted to mean that any 
provision of State law must yield to Federal law if it is in direct and 
positive conflict and irreconcilable with the Federal law. This, 
of course, holds true only in the areas in which the Federal Government 
has constitutional authority to act. However, it is within the con- 
stitutional prerogative of the Congress to determine the extent, 
if any, to which it intends that the State law must yield to National 
law. Thus, unless there is left an irreconcilable conflict between a 
part of a State law and the Federal statute, both would be effective 
in their respective areas. There can be no question of the paramount, 
although not exclusive, interest of the Federal Government in the 
prevention of sedition and advocacy of violent overthrow of gov- 
ernment, and if Congress considers it in the public interest to do so 
it may expressly displace State laws on these subjects. The converse 
is also true and Congress may elect to share its power in this area. 
This Department believes that the Congress should do so. 

Some time ago the Attorney Genera) stated publicly that, *Ex- 
perience has shown that both in theory and in result this dual system 
of sovereignty possesses the necessary degree of flexibility to meet 
the crises of the present and future as successfully as it has met them 
in the past.” Earlier, the Department of Justice took the position 
in the Nelson case that “the available direct evidence strongly indi- 
cates that Congress intended to leave State legislation unaffected.” 
The Court did not agree with that position. 

It is the view of the Department of Justice that in the fields of 
sedition and subversion, the Federal and State Governments can 
work together easily and well, supplementing each other with that 
degree of flexibility to which the Attorney General referred. This 
legislation would clearly express the congressional intent that such 
cooperation between the Federal and State Governments in this field 
is to be encouraged. 

The Department of Justice favors enactment of the bill. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely, 
WILLIAM P. ROGERS, 
Deputy Attorney General. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, 
reported, are shown as follows (new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 





STATE LEGISLATION CONCERNING SEDITION 


UNITED STATES CODE 


ж т * * À. * » 


TITLE 18—CRIMES AND CRIMINAL PROCEDURE 


* + * * * n a 

Chapter 115.—TREASON, SEDITION, AND SUBVERSIVE ACTIVITIES 
Sec. 

ы ж * ж 
2392. Enforcement of State statutes. 

* * * * 
Sec. 2392. Enforcement of State statutes. 

The enactment of (a) any provision of law contained in this chapter 
or in chapter 87, 67, or 105 of this title, (b) the Subversive Activities 
Control Act of 1950, (c) the Communist Control Act of 1954, or (d) any 
other Act of the Congress heretofore or hereafter enacted which prescribes 
any criminal penalty for any act of subversion or sedition against the 
Government of the United States or any State of the United States, shall 
not prevent the enforcement in the courts of any State of any statute of 
such State prescribing any criminal penalty for any act, attempt, or 
conspiracy to commit sedition against such State or the United States, 
or to overthrow the Government of such State or the Government of the 
United States. 

As used in this section, the term “State” includes any State of the 
United States, the Territory of Alaska, the Territory of Hawaii, and the 
Commonwealth of Puerto Rico. 


O 
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PREVENTING CITIZENS OF THE UNITED STATES OF QUESTION- 
ABLE LOYALTY TO THE UNITED STATES GOVERNMENT FROM 
ACCEPTING ANY OFFICE OR EMPLOYMENT IN OR UNDER THE 
UNITED NATIONS 


JuNE 5 (legislative day, JUNE 4), 1956.—Ordered to be printed 


Mr. EasrLAND, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. 782] 


The Committee on the Judiciary, to which was referred the bill 
(S. 782) to prevent citizens of the United States of questionable loyalty 
to the United States Government from accepting any office or employ- 
ment in or under the United Nations, and for other purposes, having 
considered the same, reports favorably thereon, with amendments, 
and recommends that the bill, as amended, do pass. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to prevent 
citizens of the United States of questionable loyalty to the United 
States Government from accepting any office or employment in or 
under the United Nations or any other international agency or 
organization. 

AMENDMENTS 


1. On page 1, line 5, after the word “thereof”, insert “or any other 
international agency or organization." 

2. Beginning on page 2, with line 23, strike out all down to and 
including line 2, page 3 

3. On page 3, line 14, after the word “thereof” insert “or any other 
international agency or organization”. 

4. On page 3, line 14, strike out “probability” and insert “possi- 
bility”. 

5. On page 3, line 21, after the word “thereof”, insert ‘or any other 
international agency or organization”, 
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2 PREVENT CERTAIN CITIZENS EMPLOYMENT UNDER UNITED NATIONS 


6. On page 4, line 5, immediately preceding the period, insert: 
and shall forward such information to the United Nations or special agency thereof 
or other international agency or organization wherein the applicant is seeking 
employment 

7. On page 4, line 9, immediately following the word “thereof”, 
insert “or any other international agency or organization". 

8. On page 4, line 19, immediately preceding the period insert “or 
any other international agency or organization", 

9. On page 5, line 2, immediately following the word "thereof", 
insert “or any other international agency or organization", 

10. On page 5, line 8, immediately following the word *'thereof'', 
insert *or any other international agency or organization", 


PURPOSE OF AMENDMENTS 





The purpose of amendments numbered 1, 3, 5, 7, 8, 9, and 10 is to 
extend the sanctions of the bill to the case of any American national 
employed by or seeking employment in any international agency or 
organization. 

The purpose of the amendment numbered 2 is to eliminate language 
which appears at the wrong place in the bill, apparently through typo- 
graphical error. 

'The purpose of the amendment numbered 6 is to insert in the bill 
at the proper place the language stricken at another place by the 
amendment numbered 2. "This particular language is intended to in- 
sure that the United Nations or agency thereof or other international 
agency or organization directly concerned shall have notice of the 
Attorney General's determination and be furnished with the Attorney 
General's findings respecting the questionable loyalty of the applicant. 

The purpose of the amendment numbered 4 is to conform this sec- 
tion to the following sections, thus bringing it in line with the “‘reason- 
able doubt" standard used in the United States Government loyalty 
program. 

STATEMENT 


The bill S. 782 is the same as S. 3 of the 83d Congress, which was 
introduced by the late Senator Pat McCarran pursuant to a recom- 
mendation by the Senate Internal Security Subcommittee, and which 
passed the Senate on June 8, 1953. 

The amendments are merely perfecting, and the bill as now reported 
does not differ in principle from the bill approved by the Senate in the 
83d Congress. 

The hearings of the Senate Internal Security Subcommittee which 
resulted in the original recommendation for this legislation related to 
the presence of American citizens working at the Secretariat or in 
special agencies of the United Nations who might be Communists. 
At these hearings the subcommittee heard a number of witnesses who 
were officials of the Secretariat of the United Nations and who invoked 
the constitutional privilege against self-incrimination, when asked 
about their participation in Communist activities. In addition, the 
subcommittee put into the record evidence that some of these and 
certain other United Nations officials were involved in the Communist 
conspiracy. All of the witnesses called were United States citizens. 
Many were former officials or employees of the United States Gov- 
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ernment. As a direct result of its investigation, the Internal Secu- 
rity Subcommittee recommended that ‘legislative safeguards be 
established to prevent future employment by international organiza- 
tions, located in this country, of American nationals of questionable 
loyalty to the United States. 

The legislation is an implementation of the recommendations of 
the Senate Internal Security Subcommittee and seeks to guarantee 
by statute that only American citizens of unquestioned loyalty will 
he employed by the ‘United Nations or any other international agency 
or organization. 

The legislation proposes somewhat different treatment for two 
groups of persons: namely, those already employed by the United 
Nations and those who may be or become applicants for employment 
with the United Nations or agencies thereof. With respect to both 
groups the bill concerns itself only with persons who are United 
States citizens. 

This committee believes, as a result of the investigation conducted 
by the Internal Security Subcommittee, that procedures should be 
devised for giving the greatest possible degree of assurance that in- 
formation respecting the loyalty of any American citizen employee of 
the United Nations or any other international agency or organization 
will be communicated to the proper authorities of that organization. 
It should be pointed out that such individuals have access to informa- 
tion not otherwise available which might be of intelligence value to a 
foreign, hostile power and that such individuals may be able to 
influence the decisions of the employing agency or organization in a 
manner adverse to the interests of the United States. 

Section 1 of the bill provides that before a citizen of the United 
States becomes an officer or employee in the United Nations or any 
other international agency or organization he must receive a security 
check from the Attorney General. The Attorney General is empowered 
to promulgate regulations which prescribe that each applicant for 
security clearance must be finge rprinted and that the applicant 
execute under oath a statement to the etfect 

(1) Whether such applicant has ever been arrested, indicted 
or convicted for any violation or alleged violation of anv law of 
the United States or of anv State or Territory of the United Siates, 
other than a violation or alleged violation of any law or ordinance 
for the regulation of motor-vehicle traffic punishable as a mis- 
demeanor; 

2) Each membership held by the applicant at any time in 
any organization, or service rendered to an organization of this 
or any other country (a) teaching or advocating the overthrow 
of the Government of the United States by force and violence, 
(6) registered as a Communist-action or Communist-front 
organization pursuant to section 7 of the Subversive Activities 
Control Act of 1950, or (c) required by final order of the Sub- 
versive Activities Control Board to register pursuant to such 
action; 

(3) Each name, other than the name subscribed upon the 
application, by which the applicant has been known; 

(4) Each occasion on which the applicant has applied to the 
Government of the United States for a passport and has been 

denied a passport; 
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(5) The circumstances under which the applicant has been 
discharged or has resigned from any office or employment in or 
under the Government of the United States or any agency or 
instrumentality thereof; and 

(6) Such other information as the Attorney General shall 
determine to be necessary for the purpose of ascertaining whether 
the applicant is of questionable loyalty to the United States. 

If the Attorney General, after investigation, finds that the appli- 
cant’s employment by the United Nations or other international 
agency or organization would not involve reasonable possibility of 
danger to the security of the United States, the Attorney General 
then gives security clearance to such person. On the other hand, if 
the Attorney General finds evidence that there is a reasonable pos- 
sibility of danger to the security of the United States by such em- 
ployment of such applicant, he then issues a written denial of the 
application together with a statement of his reason for such denial 
and forwards such information to the United Nations or other inter- 
national agency or organization concerned, so that body will have 
notice of the doubtful loyalty of the prospective employee. Such a 
denial would not bar the United Nations from hiring the applicant, 
but would make it unlawful for the applicant thereafter to accept 
a United Nations job. 

Section 2 of the proposed legislation provides for the filing of a 
statement by each citizen of the United States who on the date of 
enactment of this act has any office or employment under the United 
Nations, or any of its agencies, or any other international agency or 
organization, such statement to bear the fingerprints of the person 
filing such statement, and to contain a true and complete statement 
executed by such person under oath, with the following information: 

(1) The nature of the office or employment held by such person in 
the United Nations or other international agency or organization. 

(2) The period during which such office or employment has been 
held by such person. 

(3) Each element of information required of prospective applicants 
under section I of this act. 

Section 3 of the bill sets out criminal penalties for specific violations 
of this act. 

Since the establishment of the United Nations, it has been demon- 
strated that American citizens were employed whose loyalty to the 
United States is at least questionable. Since no specific legislative 
authority heretofore provided for a loyalty check, it has been stated 
that the State Department has felt that it lacked the authority to 
provide such check on American citizens employed by an international 
organization. 

This legislation therefore would provide the necessary authority, 
and, as well, an obligation on the part of the Attorney General to 
advise the United Nations or any other international agency or 
organization of any item of Io ee loyalty of American em- 
ployees thereof or applicants for employment therewith. 

The committee believes that the enactment of this legislation is 
necessary in the interest of the internal security of the United States. 
It is necessary particularly because the seat of the United Nations 
is located in the United States. The United States has a special con- 
cern for the locality of its own nationals who are employed by an 
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international organization: "The committee further believes that the 
time has come for legislation which will provide for a positive security 
check on all present and prospective American employees of the United 
Nations and other international agencies or organizations. 

The committee recognizes that the Congress cannot regulate em- 
ployment in the United Nations organization, but it regards as 
essential to the security of the United States that any American citizen 
with subversive tendencies be known to our own Government and 
be reported to the United Nations agency by which he is employed; 
and that future employment by international agencies or organizations 
of Americans of questionable loyalty to their country be prevented if 
possible. 

In view of present world conditions, the committee believes that the 
purposes of the legislation herein proposed are meritorious and of 
greatest importance and therefore recommends favorable consideration 
of this bill, as amended. 

Pertinent portions of the report of the Senate Internal Security 
Subcommittee which led to the original recommendation for the 
legislation are appended hereto for the information of the Senate. 


ACTIVITIES OF UNITED STATES CITIZENS EMPLOYED BY THE U. N. 


As a corollary of the Institute of Pacific Relations’ investigation, the Internal 
Security Subcommittee in May of last year called as witnesses two officials of 
the United Nations, David Weintraub and Irving Kaplan. Weintraub proved 
to be the official who hired Owen Lattimore as head of a U. N. Economie Mission 
to Afghanistan in 1950. During the interrogation of these officials a new vista 
of evidence of subversion on the part of United States citizens opened to the sub- 
committee. Accordingly, the subcommittee commenced to gather material and 
evidence bearing on the presence of American officials working at the Secretariat 
of the United Nations who might be Communists. 

^ * > ~ x ^ * 


In all there were 10 days of open hearings. During the short period 
between October 13 and December 3, the date of the last open hearing, 
the subcommittee heard publicly a number of witnesses who were officials of 
the Secretariat of the United Nations and who invoked the constitutional privilege 
against self-incrimination, when asked about their participation in Communist 
activities. In addition the subcommittee put into the record evidence that 
some of these and certain other U. N. officials were involved in the Communist 
conspiracy. All of the witnesses called were United States citizens. With a few 
exceptions all were officials of the Secretariat and were charged to the United 
States quota which was listed by the U. N. as 377. One was the Secretary of the 
International Monetary Fund, a specialized agency of the United Nations; two 
were ie by UNICEF, and one by UNESCO, also specialized agencies of 
the U. N. Three of the witnesses called were not officials but reporters and 
stenographers who were called to emphasize special situations. But the investi- 
gation was directed almost exclusively to the officials and high officers of the 
Secretariat. 

* + ^ * * > * 

Thirty-three witnesses were called by the subcommittee, after it had received 
evidence or information that they were involved with the Communist organiza- 
tion. Of these witnesses, 26 invoked their constitutional privilege against self- 
incrimination when asked about past Communist membership. Seven answered 
questions fully. 

'The positions that these officials held were for the most part important ones. 

^ * + * = ж ^ 


1 Three of the witnesses proved not to have been employees of the United Nations. One, Mrs. Peter 
Guest, American wife of a British official at the U. N., refused on constitutional grounds to tell the sub- 
committee whether she was the half-sister of Robert Thompson, the Communist fugitive. Rose Alpher 
and Harry Ober refused on the same grounds to say whether they were in the same Communist cell as an 
American U. N. official, David Weintraub. 
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The subcommittee noted that virtually all of these witnesses who invoked 
their privilege had long records of employment with United States Government 
agencies and UNRRA, 

* * * * * * + 

During the course of the United Nations hearings 26 witnesses invoked their 
privilege under this amendment and specifically under the provision: ‘‘Nor shall 

e compelled in any criminal case to be a witness against himself.” In none of 
these 26 cases did the committee reject this claim of privilege. 

During the course of the hearings, an international commission of three promi- 
nent jurists, appointed by the Secretary-General of the United Nations to advise 
him on certain legal aspects of the investigation conducted by the Federal grand 
jury and by this subcommittee, delivered its opinion? which included certain 
conclusions on the significance of a claim of privilege by a United States citizen 
working for the Secretariat. It read in part: 

“We come now to the second question to be considered in this section of our 
opinion, namely, what should be the attitude of the Secretary-General toward an 
officer who pleads some constitutional privilege against answering questions on 
the ground that answers might incriminate him with regard to activities involving 
disloyalty to the United States. As we have said above, in our opinion member- 
ship of the staff of the United Nations does not and should not deprive the officer 
concerned of the constitutional or other legal rights guaranteed to him by the law, 
of his host country, whether his own country or not. Nor should those rights be 
in any way limited, abridged, or qualified by reason of his membership of the staff 
of the United Nations. 

“This matter arises, with particular force in the United States of America, where 
one of the constitutional rights that may be invoked is a right guaranteed to every 
American citizen or resident in the United States of America by the fifth amend- 
ment to the Constitution of the United States; although it is possible, in our 
opinion, that similar questions might arise in other countries. 

The fifth amendment to the United States Constitution provides that no 
person ‘shall be compelled in any criminal case to be a witness against himself.’ 
This protection may be invoked not only in the actual course of a criminal trial 
but also in other proceedings which may be a precursory of criminal proceedings. 
For example, this protection may be and has been invoked before the special 
grand jury referred to above and also before the above-mentioned subcommittee 
of the Judiciary Committee of the United States Senate. It is commonly referred 
to as ‘privilege against self-incrimination’—a phrase we have ourselves used 
above. “In our opinion, a person who invokes this privilege can only lawfully do so 
in circumstances where the privilege exists. If in reliance upon this privilege a 
person refuses to answer a question, he is only justified in doing so if he believes or 
is advised that in answering he would become a witness against himself. In other 
words, there can be no justification for claiming this privilege unless the person 
claiming the privilege believes or is advised that his answer would be evidence 
against himself of the commission of some criminal offense. It follows from this, 
in our opinion, that a person claiming this privilege cannot thereafter be heard to 
say that his answer if it had been given would not have been self-incriminatory. 
He is in the dilemma that either his answer would have been self-incriminatory or 
if not he has invoked his constitutional privilege without just cause. As, in our 
opinion, he cannot be heard to allege the latter, he must by claiming privilege be 
held to have admitted the former. Moreover, the exercise of this privilege creates 
во strong a suspicion of guilt that the fact of its exercise must be withheld from a 
jury in a criminal trial. 

“It is clear also that, in addition to arousing a suspicion of guilt, the plea of 
privilege may well affect prospects of employment. The privilege is an absolute 
right and it is legal in the United States to assert it, but it does not follow that 
& witness claiming the privilege, whether he be & national of the United States or 
otherwise suffers no ill consequences by the mere fact of his asserting the privilege. 

* Indeed, in the United States much legislation has been passed restricting Fed- 
eral, State, or municipal employment in the case of persons connected with organ- 
izations declared subversive and machinery established to ascertain whether such 
connection exists. We refer (inter alia) to 5 United States Code, section 118 (j) 

Executive Order 9835, 12 Federal Regulations 1935, the Feinberg law (sec. 3022 
of the education law), The New York City Charter, section 903, and the ease of 
Adler v. Board of Education (342 U. S. 485). 


3 Full text of this opinion is a part of the hearing record before this subcommittee, 
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“There can be no doubt that in the United States of America it is not contrary 
to the Constitution for legislative or other consequences affecting employment to 
follow from the exercise by an employee of some constitutional right or privilege. 

“Tt appears to us, therefore, that in cases where this privilege is invoked in the 
United States, the Secretary-General must take notice of the fact and be prepared 
to take the appropriate action” (рр. 24-26). 

> * * 2 


THE OPINION OF THE COMMISSION OF JURISTS 


The Commission of Jurists, appoinved by the Secretary-General, considered in 
its opinion certain questions that are related to our inquiry. These included 
, 1) The legal relationship between the United Nations and its host country" 
on this question, the opinion of the jurists read in part: 


THE LEGAL RELATIONSHIP BETWEEN THE UNITED NATIONS AND ITS HOST COUNTRY 


The United Nations is an entity separate and distinct from its member states. 
It has its own policy-forming organs, namely, the General Assembly, the Security 
Council, the Economic and Social Council, and the Trusteeship Council. It has 
its own judicial organization in the International Court of Justice. It has its 
own administrative organization in the Secretariat (see article 7 of the Charter), 
of which the Secretary-General is the head. He, as the principal administrative 
and executive officer of the United Nations, carries a heavy responsibility and is 
given a large measure of independence and certain powers of initiation. The 
United Nations therefore exists not to carry out the instructions of any individual 
member state but to carry into effect the joint policies of member states formulated 
in a constitutional manner through the above-mentioned policy-forming organs. 
It is equally clear that the United Nations is in no sense a superstate. It has no 
sovereignty and can claim no allegiance from its own officers or employees. 
Membership of its staff in our opinion in no way abrogates, limits, or qualifies the 
lovalty a person owes to the state of which he is a citizen. That citizen enjoys 
the protection of the laws of his own state and is subject in all respect to those 
laws insofar as his personal position is concerned. Equally, that citizen is by 
reason of his membership of the staff of the United Nations in no way deprived 
of the constitutional or other legal rights enjoyed by him by virtue of his citizen- 
ship or restricted as to the exercise of those rights. We can find nothing in the 
Constitution of the United Nations or the provisions governing the employment of 
its staff which gives the least ground for supposing that there is or should be any 
conflict whatever between the loyalty owed by every citizen by virtue of his 
allegiance to his own state and the responsibility of such a citizen to the United 
Nations in respect to work done by him as an officer or employee of the United 
Nations. We express below our opinion with regard to the immunities and privi- 
leges granted to members of the staff of the United Nations. It will be sufficient 
perhaps at this point to say that in our opinion the immunities or privileges granted 
to members of the staff of the United Nations in no way qualify or limit the 
principle of undivided loyalty to his own state of a member of the United Nations 
staff. 

In our opinion, as the administrative organ of the United Nations, the Secre- 
tariat must conform to the same pattern. The Secretary-General is responsible 
for carrying out the policies laid down and must therefore be responsible in 
respect to its work on behalf of the United Nations to the United Nations and to 
no other body. It is for this reason that article 100 (1) of the charter lays down 
that: 

“Іп the performance of their duties the Secretarv-General and the staff shall 
not seek or receive instructions from any government or from any other authority 
external to the organization. They shall refrain from any action which might 
reflect on their position as international officials responsible only to the organi- 
zation.” 

For the same reason by article 100 (2): 

“Each member of the United Nations undertakes to respect the exclusively 
international character of the responsibilities of the Secretary-General and the 
staff and not to seek to influence them in the discharge of their responsibilities.” 

In our opinion, it would be contrary to the spirit, and indeed the letter, of these 
two articles if the Secretary-General were to abrogate his responsibility in the 
selection or retention of staff by submitting to the dictation or pressure of any 
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individual member state or any outside body. To do so would also be to act in 
contravention of article 101 (3) which provides that: 

“The paramount consideration in the employment of the staff and in the 
determination of the conditions of service shall Б the necessity of securing the 
highest standards of efficiency, competence, and integrity." 

We regard the considerations enunciated above as being of paramount impor- 
tance. and we would state our conclusions upon this aspect of the matter in the 
following terms: 

1. The independence of the Secretary-General and his sole responsibility to the 
General Assembly of the United Nations for the selection and retention of staff 
should be recognized by all member nations and if necessary asserted, should it 
ever be challenged. If the position of the Secretary-General in this respect were 
to be weakened, the whole conception of the responsibility of the staff of the 
United Nations would be impaired and the essential task of building up and 
maintaining an international civil service frustrated to the lasting detriment of 
the work of the United Nations. 

2. In exercising his responsibility for the selection and retention of staff the 
Secretary-General should regard it as of the first importance to refrain from 
engaging or to remove from the staff any person whom he has reasonable grounds 
for believing to be engaged or to have been engaged, or to be likely to be engaged 
іп any activities regarded as disloyal by the host country (pp. 16-19). 

(2) What action the Secretary-General should take when privilege is claimed 
by an officer of the U. N. 

The opinion of the jurists, on this question read in part: 

"What that appropriate action should be depends, we believe, upon the nature 
of the question to which an answer has been refused. The particular questions 
which we have to consider fall into two main classes: (1) Questions whether the 
officer concerned is or has been engaged in espionage or other subversive activi- 
ties in the United States of America, and (2) questions as to whether the officer 
concerned is or has at any time been a member of the Communist Party in the 
United States or of some other organization declared to be a subversive organiza- 
tion. 

“In our opinion if an officer of the United Nations pleads privilege in respect 
of the first of these categories of questions, the duty of the Secretary-General is 
clear. The officer has refused to answer the question on the only lawful ground 
open to him, namely, that in answering he would become a witness against him- 
self. In our opinion such a person is just as unsuitable for continued employment 
by the United Nations in the United States as one who had actually been con- 
victed, and his employment in the United Nations should not be continued. We 
think also that this opinion should apply whether the question in respect of 
which privilege has been claimed related to acts of the staff member concerned 
done before or after the commencement of his employment by the United Nations. 

“We have felt more difficulty in considering the second category of questions. 
To be, or to have been a member of the Communist Party in the United States or 
of some other organization at the present time declared subversive in pursuance 
of the Internal Security Act is not per se a criminal offense. The organization 
concerned may not have been regarded as subversive at the time of membership, 
or, if it was, the officer concerned may well have changed his views and ceased to 
be a member. We have felt doubtful whether the Secretary-General should take 
in such cases the same action we have reccmmended above with regard to the 
first category of auestions. Nevertheless, the reasoning which we have applied 
to the first category of auestions constrains us to the view that our advice with 
regard to the second category of questions should be the same. In both cases 
the citizen is in the same dilemma, Either his answers would have incriminated 
him or he had no right to claim privilege. In either case, in our opinion, can 
he be heard to say that his resort to privilege was necessary or unjustified. 

“И the Secretary-General accepts our advice in this matter, which we give with 
& grave sense of responsibility having regard to the human rights involved, we 
consider that he should in future make plain to the staff what the consequences 
of pleading privilege may be so far as the officer's employment is concerned. 
The decision whether or not to plead privilege is one which must be taken by the 
officer concerned with all its consequences for better or worse. Before coming 
to his decision, the officer ought to be aware of all the consequences including 
the possible effect of his decision upon his continued employment with United 
Nations" (pp. 26-28). 

> 


ж + * * * * 
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Tue STATE DEPARTMENT’S ROLE 


The subcommittee sought to determine how it was that so many officials of 
questionable loyalty to the United States could be hired and charged to the United 
States quota at the Secretariat. 

State Department officials testified that, although the United Nations was set 
up in 1946, they knew of no arrangement undertaken by the State Department 
prior to the autumn of 1949 to give to the Secretary General derogatory security 
information concerning United States citizens at the Secretariat. Late in 1949, 
in response to a request from the Secretary-General, an informal agreement was 
worked out whereby officials of the Secretariat gave to the State Department, 
for security checks, a list of United States citizens working for the Secretariat. 
Thereupon the State Department undertook to assemble such derogatory security 
information as was available in the United States Government's files (but under- 
took no field investigation), to have it evaluated by certain State Department 
officers (but not the Department’s regular Security Division evaluation offices), 
and orally to communicate to unnamed officials of the United Nations a conclu- 
sion, arrived at by State Department officials on a basis determined within the 
Department, as to whether the Department desired to object to the continued 
employment of any such person by the U. N. 

À conclusion that the Department would so object was communicated as an 
“adverse” report. In no case was any distinction made, in reporting to the 
United Nations, between persons concerning whom there was no derogatory infor- 
mation, and those concerning whom there was derogatory security information, 
but to whose continued employment by the U. N. the State Department did not 
at that time desire to object. 


ж ж ж ж ” ж ж 


THE STATE DEPARTMENT'S “SECURITY” ARRANGEMENTS WITH THE UNITED 
NATIONS 


For a period of approximately 3 years—between the time of the formation of 
the United Nations in 1946 and sometime in 1949—there was no safeguard what- 
soever, from the standpoint of the United States, against employment by the 
United Nations of United States citizens who were disloval to their country, or 
were actively engaged in espionage on behalf of some foreign power. The com- 
mittee has not yet enough evidence to assess fully the responsibility for this 
flagrant failure to protect the security interests of the United States. A nation 
adult in diplomacy and aware of the basic facts and premises with respect to 
national security would never undertake commitments concerning any inter- 
national organization without being sure that the machinery of the organization, 
either de facto or de jure, could not be used for purposes subversive of its national 
interests. The United States did undertake such commitments without any such 
assurance. We are now confronted with the fact that during the years from 1946 
to 1949 a number of American nationals of doubtful loyalty have secured lodgment 
and tenure within the United Nations Organization. We are in no position to 
assess the injury which they may have dealt to American interests and security 
during this period. It is to be hoped that the responsible agencies of our Govern- 
ment will see to it such a mistake is not made again. 

When the United States Department of State finally took cognizance of the 
situation respecting possible disloyalty of United States nationals employed by 
the United Nations, it was fully at the instance of the United Nations and not 
even partially as a result of initiative of any security officials within the State 
Department. 

The agreement then entered into between the State Department and the United 
Nations has been variously portrayed. Both oral evidence and written testimony 
before the subcommittee indicates that the State Department undertook to 
make a check on persons whose names were submitted by the United Nations 
as employees or prospective employees thereof, and as a result of its check to 
make a report to the United Nations. 

The nature of this agreement, it seems, has been greatly misunderstood. But 
testimony of responsible State Department officials makes it perfectly clear that 
the State Department did not undertake to furnish any information, and did not 
furnish any information to the United Nations with respect to any of its em- 
ployees whose names were submitted to the Department, except (1) to report in 
writing whether an employee had a police record not concerned with subversive 


90003°—57 S. Rept., 84-2, vol, 3—84 
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activities and (2) to convey orally whether the State Department, after examining 
available security information concerning an employee, desired to register objec- 
tion to the continued employment of such employee by the United Nations. 

The State Department, through its officials, repeatedly has declared that it 
did not undertake to “clear” any United Nations employees; but the arrangement 
between the State Department and the United Nations, as testified to by these 
same State Department officials, had the obvious effect of conveying to the 
United Nations the intelligence that when the State Department failed to make 
oral objections to an employee of the United Nations within & reasonable time 
after the name of such employee had been submitted by the United Nations, 
the Department had concluded, after evaluating available security information 
with respect to the employee on a basis determined within the Department, that 
there was not sufficient derogatory information to justify the Department in 
objecting to the continued employment of such person by the United Nations. 
The committee questioned State Department witnesses as to how this differed 
from a clearance; and they were unable to explain. 

At no time was any actual information respecting an emplovee furnished to the 
United Nations under the agreement in question, except the information already 
referred to with respect to the State Department’s own evaluation and determi- 
nation. 

;ven within the narrow limits of what the State Department undertook to do, 
it appears to the subcommittee that the Department did not perform in accordance 
with its commitment. 'The Department failed, over lengthy periods of time, to 
make any reports with respect to certain employees of the United Nations, whose 
names had been submitted under the agreement referred to, in spite of the fact 
that security reports on such employees were heavy with derogatory information. 

The records in our Government files regarding the nature of the Communist 
movement, both nationally and internationally, establish beyond a doubt that 
a Communist, wherever he is placed, can be counted upon to carry out his chosen 
mission of espionage, sabotage, and activities against the United States. 

ж ж * + * * + 


RECOMMENDATIONS 


A. The subcommittee, considering it necessary to emphasize what it believes 
to have been a lack of alertness and a proper sense of responsibility on the part 
of the Department of State, recommends: 

(1) That procedures be devised for giving the greatest possible degree of 
assurance that anv and all information respecting the loyalty of any American 
citizen employee of an international organization be communicated to the proper 
authorities of the organization. 

(2) That legislative safeguards be established to prevent future employment 
by international organizations, located in this country, of American nationals of 
questionable loyalty to the United States; and that a definite arrangement be 
entered into between the United States Government and international organiza- 
tions, under which information concerning the records of all American applicants 
for employment should be submitted to responsible officials of the international 
organizations so that the security of the United States may be protected. 

^ * * ^ - * * 
Pat McCarran. 
JAMES O. EASTLAND. 
HERBERT R. O'CONOR. 
WILLIS SMITH. 
HOMER FERGUSON. 
W. E. JENNER. 
ARTHUR V. WATKINS. 
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84TH CONGRESS } SENATE REPORT 
2d Session i No. 2132 


AMENDING THE JAPANESE-AMERICAN EVACUATION 
CLAIMS ACT OF 1948, TO EXPEDITE FINAL DETERMINA- 
TION OF THE CLAIMS 


JuNE 5 (legislative day, June 4), 1956.—Ordered to be printed 


Mr. EasrLAND, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H, R. 7763] 


The Committee on the Judiciary, to which was referred the bill 


(H. R. 7763) to amend the Japanese-American Evacuation Claims 
Act of 1948, as amended, to expedite the final determination of the 
claims, having considered the same, reports favorably thereon, with 
amendments, and recommends that the bill, as amended, do pass. 


AMENDMENTS 


On page 1, in line 8, after the word “award” insert the words “in 
an amount not to exceed $100,000” 

On page 5, in line 2, after the word “award” insert the words “in 
an amount not to exceed $100,000” 


PURPOSE OF AMENDMENTS 


The purpose of the amendments is to establish $100,000 as the 
maximum award which the Attorney General may make in the com- 
promise and settlement of a claim under the Japanese-American 
Evacuation Claims Act of 1948 without submission of a claim of the 
Court of Claims. 

PURPOSE 


The purpose of the proposed legislation, as amended, is to amend the 
Japanese-American Claims Act of 1948 in the following respects: 
(1) To provide that the Attorney General shall have jurisdiction to 
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compromise and settle and make an award in an amount not to exceed 
$100,000 on any claim cognizable under the act; (2) to provide that the 
Court of Claims shall have jurisdiction of claims where a compromise 
cannot be reached; and (3) and to make cognizable three new «asses 
of claims: those which have been filed by organizations, those filed by 
claimants who were interned as alien enemies, and those mailed but 


not received within the period of limitation on filing. 
STATEMENT 


The proposed legislation, as approved by the House of Representa- 
tives, is the subject of a letter, dated April 19, 1956, printed in full 
below, from the Depariment of Justice, which has no objection to the 
proposed legislation. 

In 1948 the Congress enacted the so-called Japanese-American 
Claims Act (62 Stat. 1231), which authorized the Attorney General to 
adjudicate and settle the claims for property loss, filed within 18 
months of the date of the enactment of the act, by persons of Japanese 
ancestry who were evacuated from the Pacific coast area of the United 
States, and from Alaska and Hawaii, pursuant to Executive orders 
during World War II. 

In 1951 the Congress amended the 1948 act by Public Law 116 of 
the 82d Congress (65 Stat. 192), which authorized the Attorney 
General to compromise, rather than to adjudicate, claims in which 
the award did not exceed $2,500. 

Nearly all claims within this limitation have now been settled, and 
the total of 24,064 claims originally filed have been reduced to 1,936 
pending on March 1, 1956. 

These remaining 1,936 claims fall into the following categories as to 
amount: 
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The proposed legislation reported by the committee would, in effect, 
authorize the Attorne ЭУ General to compromise these larger claims up 
to $100,000 in the same manner as the claims have been handled up 

to $2,500 under Public Law 116 of the 82d Congress. 

The Department of Justice has advised the Committee that 
Abundant experience with the procedure established by Public 
Law 116 indicates that the amendments now proposed in respect 
of compromise settlements would permit speedy and economical 
handling of the bulk of the claims remaining for disposition under 
the act and that the amounts which would be paid to the claimants 
are not likely to exceed those which they would receive under the 
slower. more cumbersome adjudication methods now required by 
the act. 
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The proposed legislation would confer jurisdiction upon the Court 
of Claims to determine any claim timely filed under the act. A peti- 
tion to the court for such determination could be filed at any time 
except that it could not be filed more than 90 days after the date of a 
notice by the Attorney General served on the claimant by registered 
mail that no further consideration would be given to the compromise 
of the claim. 

The proposed legislation would include within the definition of 
“claims by a person of Japanese ancestry" those claims which have 
been filed by any profit or nonprofit organization, corporate or other- 
wise, the majority of whose stock was owned by, or the majority of 
whose stockholders or members were, on December 7, 1941, and on 
the date of the filing of the claim, persons of Japanese ancestry actually 
residing within the continental limits of the United States or its 
Territories. 

The proposed legislation would also include within the definition 
of “claims E a person of Japanese ancestry" those claims which have 
been filed by those persons of Japanese ancestry who were detained, 
interned, or paroled, and subsequently released pursuant to the Alien 
Enemy Act, as if their exclusion from the area had occurred on the 
date that they would have been evacuated except for their detention 
or interment. 

The proposed legislation would also provide that any claim which 
was postmarked within the 18-month limitation on filing shall be 
received by the Attorney General; and that any pending claim may 
be amended to include items which may have been made compensable 
by legislation enacted subsequent to the filing of the claim. 

The committee believes that the proposed legislation is meritorious 
and recommends it favorably. 

Attached and made a part of this report is a letter, dated April 19, 
1956, from the Department of Justice in regard to the proposed 2 
tion. 


UNITED STATES DEPARTMENT OF JUSTICE, 
Washington, D. C., April 19, 1956. 
а 
Hon. James O. EASTLAND, 
Chairman, Committee on the Judiciary, 
United States Senate, 
Washington, D. C. 


Dear Senator: This is in response to your request for the views 
of the Department of Justice concerning the bill (H. R. 7763) to 
amend the Japanese-American Evacuation Claims Act of 1948, as 
amended, to expedite the final determination of the claims, and for 
other purposes. 

In general, the bill would relieve the Attorney General of his 
obligation to adjudicate evacuation claims and would empower him 
to dispose of them by compromise settlements. Where settlement 
agreements cannot be reached, the cases could be transferred for 
determination to the Court of Claims. Also, three new classes of 
claims would be validated, i. e., those which have been filed by 
organizations and by claimants who were interned as alien enemies 
and those which were mailed but not received within the period of 
limitation on filings. 
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The bill would divide section 1 of the act into two parts. The 
language of part (a) would embrace all but the last sentence of section 
1 of the present act and would change its provisions so as to relieve 
the Attorney General of the duty to adjudicate claims and would 
authorize him to dispose of them by compromise settlement in ac- 
cordance with the provisions of section 4 (a) of the act as it would 
be amended by the bill. The Department of Justice recommends 
enactment of the provisions of the bill authorizing compromise 
settlements without limitation as to amounts. These provisions 
would constitute a logical extension of the amendment to the act 
effected by Public Law 116 of the 82d Congress, approved August 17, 
1951, which authorized compromise settlements in amounts ‘not to 
exceed three-fourths of the amounts, if any, of the claim attributable 
to compensable items thereof or $2,500, whichever is less.” Although 
this amendment was largely responsible for the expeditious reduction 
of the number of claims from the 24,064 originally filed to the 1,936 
pending on March 1, 1956, relatively few of the remaining claims are 
LM the reach of that amendment, as the following analysis will 
show: 
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Abundant experience with the procedure established by Public 
Law 116 indicates that the amendments now proposed in respect of 
compromise settlements would permit speedy and economical han- 
dling of the bulk of the claims remaining for disposition under the act 
and that the amounts which would be paid to the claimants are not 
likely to exceed those which they would receive under the slower, 
more cumbersome adjudication methods now required by the act. 
No objection is perceived to the elimination of the Attorney General's 
jurisdiction to adjudicate the claims if the Congress concludes that 
such jurisdiction should be conferred on the Court of Claims, as 
would be provided by section 4 (b) of the act as it would be amended 
by the bill. 

Provisions would be added to the act by section 1 (b) (2) and (3), 
which would validate claims that have been filed by corporations, 
partnerships, associations, societies, and other organizations, and by 
persons of Japanese ancestry who were detained, interned, or paroled 
and subsequently released pursuant to the Alien Enemy Act, as if 
their exclusion had occurred on the date that they would have been 
evacuated but for their detention or internment. Recognition of 
such claims would seem to involve decisions of questions of legisla- 
tive policy as to which the Department of Justice takes no position 
beyond affirming the need for clarification of the present act where 
corporations and other organizations are concerned. 

The bill would amend section 2 (a) of the act in two respects. 
First, it would validate claims that were mailed within the limitations 
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period prescribed by the original act but which were not received 
within such period. Since this provision would prevent the occur- 
rence of a harsh forfeiture, there would appear to be no objection to 
its enactment. The second change that would be made in section 
2 (a) is that permission would be given to amend pending claims to 
include items that may have been made compensable by legislation 
enacted subsequent to the filing of the claims. While we entertain 
doubts that there is a practical need for this provision in view of the 
other provisions of the bill as it passed the House of Representatives, 
there appears to be no serious objection to its enactment. 

Section 4 (b) of the act, as it would be amended by the bill, would 
confer jurisdiction on the Court of Claims to determine any claim 
filed under the act. Claimants would be required to petition the 
court prior to the expiration of 90 days after the date of notice by the 
Attorney General served on claimants by registered mail that no 
further consideration would be given to the compromise of the claims. 
The Department regards this proposal as a matter primarily for the 
consideration of the judges of the Court of Claims and interposes no 
objection to such legislation if, in the opinion of that court, the sub- 
section in question would not have the effect of substantially in- 
creasing the large backlog of litigation now pending before such court. 

The proposed amendments of sections 2 (b) (2) and 4 (c) and (d) 
would conform those sections to the other changes which have been 
discussed and would eliminate some obsolete language. There 
appears to be no objection to these amendments if the other changes 
are made. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this proposal. 

Sincerely, 
WILLIAM P. RoGERS, 
Deputy Attorney General. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italics, 
existing law in which no change is proposed is shown in roman, matter 
to be stricken is enclosed in brackets): 


To AUTHORIZE THE ATTORNEY GENERAL TO ADJUDICATE CERTAIN 
CLAIMS RESULTING FROM EVACUATION OF CERTAIN PERSONS OF 
JAPANESE ANCESTRY UNDER MILITARY ORDERS 


(Public Law 886, 80th Cong., as amended by Public Law 116, 
82d Cong.) 


“SECTION 1. (a) The Attorney General shall have jurisdiction to 
[determine according to law] compromise and settle and make an 
award in an amount not to exceed $100,000 as hereinafter provided on 
any claim by a person of Japanese ancestry against the United States 
arising on or after December 7, 1941, when such claim is not compen- 
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sated for by insurance or otherwise, for damage to or loss of real or 
personal property (including without limitation as to amount of dam- 
age to or loss of personal property bailed to or in the custody of the 
Government or any agent thereof), that is (except as is otherwise pro- 
vided by subsections 1 (b) (2) and 1 (b) (3)) & reasonable and natural 
consequence of the evacuation or exclusion of such person by the 
—— ر‎ military commander from a military area in Arizona, 

alifornia, Oregon, or Washington; or from the Territory of Alaska, 
or the Territory of Hawaii, under authority of Executive Order Num- 
bered 9066, dated February 19, 1942 (3 C. F. R., Cum. Supp., 1092), 
section 67 of the Act of April 30, 1900 (48 U. S. C. 532), or Exccutive 
Order Numbered 9489, dated October 18, 1944 (3 C. F. R., 1944 
Supp. 45). 

* (b) As used herein— 

“(1) ‘Evacuation’ shall include voluntary departure from a mili- 
55 area prior to but in anticipation of an order of exclusion there- 

rom. 

“(2) ‘Claims by a person of Japanese ancestry’ shall include claims 
that were filed by any profit or nonprofit organization, corporate or other- 
wise, the majority of whose stock was owned by, or the majority of whose 
stockholders or members were, on December 7, 1941 and on the date of 
the filing of the claim, persons of Japanese ancestry actually residing 
within the continental limits of the United States or its territories: 
Provided however, that the losses sustained by the particular organization 
were the result (1) of the evacuation and exclusion of its stockholders or 
members, or (2) of the evacuation and exclusion of persons of Japanese 
ancestry upon whom the organization depended for its business or support. 
— claims shall not be barred by awards or disallowances heretofore 
made. 

“(3) ‘Claim by a person of Japanese ancestry’ shall also include 
claims which have been timely filed for such damage or loss as heretofore 
defined incurred by persons of Japanese ancestry detained, interned, or 
paroled, and subsequently released, pursuant to Revised Statutes, sections 
4067-70 as amended (relating to alien enemies). Such claims shall also 
include losses due to the exclusion of the families and relatives of such 
persons during their detention or internment. Any such person shall 
be deemed to have been excluded from such military areas and territories 
as of the date he would have been evacuated had he not been detained or 
interned. The claim of or on behalf of such person shall not be barred 
by any award or disallowance heretofore made, 


“LIMITATIONS; CLAIMS NOT TO BE CONSIDERED 


Sec. 2. (a) The Attorney General shall receive claims for a period 
of eighteen months from the date of enactment of this Act. All 
claims not presented within that time shall be forever barred: Pro- 
vided, however, That any claims received by the Attorney General bearing 
a postmark prior to midnight, January 3, 1950, shall be considered to 
be timely filed within the said eighteen months. Any claim, timely 
filed, may be amended at any time prior to its final determination in order 
to include then compensable items of claim which, by the provisions of 
this Act as they existed when the claim was filed, the Attorney General 
was not authorized to determine or consider. 





JAPANESE-AMERICAN EVACUATION CLAIMS ACT OF 1948 7 


“(b) The Attorney General shall not consider any claim— 

*(1) by or on behalf of any person who after December 7, 1941, 
was voluntarily or involuntarily deported from the United States 
to Japan or by and on behalf of any alien who on December 7, 
1941, was not actually residing in the United States; 

“(2) except as provided in section 1 (b) (3), for damage or loss 
arising out of action taken by any Federal agency pursuant to 
sections 4067, 4068, 4069, and 4070 (relating to alien enemies) 
of the Revised Statutes, as amended (50 U. S. C. 21-24), or 
pursuant to the Trading With the Enemy Act, as amended 
(50 U. S. C., App. and Supp., 1-31, 616); 

*(3) for damage or loss to any property, or interest therein, 
vested in the United States pursuant to said Trading With the 
Enemy Act, as amended; 

*(4) for damage or loss on account of death or personal injury, 
рено inconvenience, physical hardship, or mental suffering; 
an 

**(5) for loss of anticipated profits or loss of anticipated earnings. 


"HEARINGS; EVIDENCE; RECORDS 


“кс. 3. (а) The Attorney General shall give reasonable notice to 
the interested parties and an opportunity for them [to be heard and] 
to present evidence before making a final determination upon any 
claim, 

“(b) For the purpose of any [hearing or] investigation authorized 
under this Act, the provisions of section 9 and 10 (relating to examina- 
tion of documentary evidence, attendance of witnesses, and production 


of books, papers, and documents) of the Federal Trade Commission 
Act of September 26, 1914, as amended (15 U.S. C. 49, 50), are hereby 
made applicable to the jurisdiction, powers, and duties of the Attorney 
General. Subpenas may be served personally, by registered mail, bv 
telegraph, or by leaving a copy thereof at the residence or principal 
place of business of the person required to be served. A verified 
return by the individual so serving the same, setting forth the manner 
of service, shall be proof of service. The United States marshals or 
their deputies shall serve such process in their respective districts. 

“(с) А [written] record shall be kept of all [hearings and] pro- 
ceedings under this Act and shall be open to public inspection. 


*ADJUDICATIONS; PAYMENT OF AWARDS; EFFECT OF ADJUDICATIONS 


“Src. 4. (a) The Attorney General [shall, except as to claims com- 
promised under section 7 of this Act, adjudicate all claims filed under 
this Act by award or order of dismissal, as the case may be, upon 
written findings of fact and reasons for the decision. A copy of each 
such adjudication shall be mailed to the claimant or his attorney] is 
authorized to compromise and settle and make an award in an amount 
not to exceed $100,000 on any claim timely filed under this Act, as amended, 
on the basis of affidavits, available Government records, and other infor- 
mation satisfactory to him. 

* (b) EThe Attorney General may make payment of any award not 
exceeding $2,500 in amount out of such funds as may be made available 
for this purpose by Congress] The Court of Claims shall have jurisdic- 
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tion to determine any claim timely filed under this Act. A petition for 
the determination of a claim by the Court of Claims shall be filed with the 
clerk of the said court and a copy of the petition shall be served upon the 
Attorney General by registered mail. Such a petition may be filed at 
any time after enactment of this subsection except that it must be filed 
within ninety days after the date of a notice by the Attorney General 
served on the claimant by registered mail that no further consideration will 
be given to the compromise of the claim. Upon the timely filing and 
serving of such petition, the Court of Claims shall have jurisdiction to 
hear and determine said claim in the same manner and under the same 
rules as any other cause properly before it and applying rules of equity 
and justice. Upon being served with a copy of such petition, the At- 
torney General shall forthwith certify and transmit to the clerk of the 
Court of Claims the original statement of the claim and any requested 
amendments thereto for filing with the said clerk as a preliminary record 
in the case. Such petition shall, to the fullest practicable extent, be 
treated for docketing, hearing, and determination as if the petition had 
been filed with the Court of Claims on the date the original claim was re- 
ceived by the Attorney General: Provided, however. That no such petition 
shall have precedence by reason hereof over petitions involving interest- 
bearing obligations of the United States. 

*(c) On the first day of each regular session of Congress the At- 
torney General shall transmit to Congress a full and complete state- 
ment of all [adjudications rendered under this Act during the previous 
year] compromise settlements effected by the Attorney Qeneral under this 
Act, as amended, during the previous year, stating the name and address 
of each claimant, the amount claimed, and the amount awarded [, the 
amount paid and a brief synopsis of the facts in the case and the rea- 
sons for each adjudication]. All awards [not paid under subsection 
(b) hereof] shall be paid in like manner as are final judgments of the 
Court of Claims. 

"(d) Except as herein provided, the payment of an award shall be 
final and conclusive for all purposes, notwithstanding any other 
provision of law to the contrary, and shall be a full discharge of the 
United States and all of its officers, agents, servants, and employees 
with respect to all claims arising out of the same subject matter. 
[An order of dismissal against a claimant, unless set aside by the 
Attorney General, shall thereafter bar any further claim against the 
United States or any officer, agent, servant, or employee thereof aris- 
ing out of the same subject matter. J 


“ATTORNEYS? FEES 


“бес. 5. Тһе Attorney General, in rendering an award in favor of 
any claimant, may as a part of the award determine and allow reason- 
able attorneys’ fees, which shall not exceed 10 per centum of the 
amount allowed, to be paid out of, but not in addition to, the amount 
of such award. 

“Any attorney who charges, demands, receives, or collects for serv- 
ices rendered in connection with such claim any amount in excess of 
that allowed under this section, if recovery be had, shall be guilty of 
a misdemeanor, and shall upon conviction thereof be subject to a fine 
of v more than $2,000 or imprisonment for not more than one year, 
or both. 
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* ADMINISTRATION 


“Sec. 6. For the purposes of this Act the Attorney General may— 

*(a) appoint & clerk and such attorneys, examiners, inter- 
preters, appraisers, and other employees as may be necessary ; 

**(b) a upon any Federal department or agency for any 
information or records necessary ; 

“(c) secure the cooperation of State and local agencies, gov- 
ernmental or otherwise, and reimburse such agencies for services 
rendered; 

*(d) utilize such voluntary and uncompensated services as 
may from time to time be needed and available; 

ae assist needy claimants in the preparation and filing of 
claims; 

*(f) make such investigations as may be necessary; 

*(g) make expenditures for witness fees and mileage and for 
other administrative expenses; and 

*(h) prescribe such rules and regulations, perform such acts 
not inconsistent with law, and delegate such authority as he may 
deem proper in carrying out the provisions of this Act. 


“APPROPRIATIONS 


[‘“Sec. 7. There are hereby authorized to be appropriated for the 
purposes of this Act such sums as Congress may from time to time 
determine to be necessary, which funds shall be available also for 

ayment of settlement awards, which shall be final and conclusive 
le all purposes, made by the Attorney General in compromise settle- 
ment of such claims upon the basis of affidavits and available Gov- 
ernment records satisfactory to him, in amounts which shall not in 
any case exceed either three-fourths of the amount, if any, of the 
claim ÉD to compensable items thereof or $2,500, whichever 
is less. 

Sxc. 7. There are hereby authorized to be appropriated for the purposes 
of this Act such sums as Congress may from time to time determine to be 
necessary. 

O 
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Calendar No. 2156 


84тн CONGRESS SENATE Rerorr 
2d Session No. 213% 


SOCIAL SECURITY AMENDMENTS OF 1956 
JuNE 5 (legislative day, JuNE 4), 1956.— Ordered to be printed 


Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 
together with 
MINORITY AND INDIVIDUAL VIEWS 


(To accompany H. R. 7225] 


The Committee on Finance, to whom was referred the bill (H. R. 
7225) to amend the Social Security Act to provide disability insurance 
benefits for certain disabled individuals who have attained age 50, 
to reduce to age 62 the age on the basis of which benefits are payable 
to certain women, to provide for continuation of child’s insurance 
benefits for children who are disabled before attaining age 18, to 
extend coverage, and for other purposes, having considered the bill, 
report favorably thereon with amendments and recommend that the 
bill as amended do pass. 


I. PURPOSE AND SCOPE OF THE BILL 


The old-age and survivors insurance program is designed to provide 
partial protection against loss of earned income upon the retirement 
or death of the worker. Nine out of ten American workers can 
look forward to old-age and survivors insurance benefits for them- 
selves and their families in their old age. Nine out of ten of the 
mothers and children of the Nation are assured of receiving survivor 
benefits if the family earner should die. The financing of the system 
is on a sound basis. Your committee recognizes, however, the 
responsibility for making improvements, as the need arises. 

The following changes would be made under the committee bill: 


(1) Further extension of the coverage of the program 


Your committee has consistently held the view that the coverage 
of the program should be as nearly universal as is practicable. Cov- 
erage would be extended by the committee's bill to additional groups, 
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primarily certain professional self-employed persons. Modifications 
would be made in the coverage requirements for farmers and farm 
workers to take into account the practical problems that have arisen 
since they were brought into the program by the 1954 amendments. 
Changes would be made in the provisions on insured status and 
benefit computations] to give the newly covered ‘groups equitable 
treatment as compared with those Drought in earlier. 


(2) Widows’ benefits beginning at age 62 rather than 65 

Most women who are widowed in their 50's or early 60's have been 
homemakers or have not been members of the paid labor force in 
recent years. Because of their age and lack of work experience, they 
have very little chance of employment. 


(8) Benefits for disabled children 
The bill includes provision for payment of disabled child's benefits 

to the dependent disabled child of a deceased or retired insured worker 
if the child is permanently and totally disabled and has been so dis- 
abled since before he reached age 18. Such children are as dependent 
on their parents after attaining age 18 as before and therefore the 
committee believes it is important to fill this gap in the program by 
providing benefits for disabled children. Your committee does not 
believe that the serious difficulties involved in providing cash dis- 
ability benefits for disabled workers, which are discussed below, apply 
to the provision of benefits for children disabled prior to page 18. 
Determination of disability generally would not be difficult because of 
the few cases involved. Most of the cases would be the result of 
congenital conditions or conditions existing since early childhood, in- 
cluding mental deficiency. 

Provision related to the financing of old-age and survivors insurance 

The financial soundness of a program as important to the economic 

security of the families of the Nation as old-age and survivors insur- 
ance must be carefully guarded. Your committee is recommending 
the establishment before each scheduled tax increase of an Advisory 
Council consisting of the Commissioner of Social Security, as chair- 
man, and 12 representatives of workers, employers and the public to 
review the status of the old-age and survivors insurance trust fund in 
relation to the long-term commitments of the program and to report 
its recommendations. We are recommending also a change in the 
provision regarding the interest rate paid on special obligations issued 
to the trust fuad. 
(5) Provision for suspending benefit payments to aliens outside of the 

United States unless they are nationals of a country that would 

make payments to citizens of the United States after they had left 


the foreign country to reside elsewhere 

The committee is concerned by the fact that some aliens have come 
to this country, served in covered employment for a short period, and 
have then returned to their native countries to live off their old-age 
and survivors benefits for the rest of their lives. 

The bill would suspend the payments to any person not a citizen or 
national of the United States who becomes entitled to benefits after 
June 1956 if such a person remains out of the county for 3 full and 
consecutive months. The payments would be resumed if such a 
persons returns and remains in this country. However, in the interest 
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of fairness and comity the committee thought it desirable to continue 
the payment of benefits to a citizen of a foreign country if that foreign 
country has a social insurance or pension system which permits pay- 
ments to United States citizens in the event they leave such foreign 
country. 


Minor improvements in the law designed to facilitate administration 
or remedy anomalous treatment in certain cases 


The committee does not believe that the following proposals, 
which were included in the House-approved bill but are not in the 
— bill, are necessary or desirable: 

Provision for lowering minimum eligibility age for wives and women 
— — the eligibility age for women workers would have 
the undesirable effect of encouraging employers to lower their maxi- 
mum hiring ages and compulsory retirement ages for women. Lower- 
ing the eligibility age for wives would be costly and there is not as 
great a need as in the case of widows, since the family has income from 
the husband’s benefit. 

2. Provision of cash disability benefits for permanently and totally 
disabled persons at age 50.—Your committee recognizes that pro- 
longed and severe disability is a serious problem to the worker, his 
family, and the community. As the testimony before the committee 
has shown, however, there are important differences of opinion as to 
how the problem can best be met. Your committee has concluded, 
on the basis of the preponderance of the evidence submitted at the 
public hearings, that the adoption of a provision for paying cash dis- 
ability benefits to insured workers under the old-age and survivors 
insurance program would not be desirable. Under the system now, 
cash payments are made only upon death or retirement. These 
conditions are easy to determine. Under the disability proposal, 
however, the primary condition for payment would be, in the terms 
of the bill, inability— 


to engage in any substantial gainful activity by reason of any 
medically determinable physical or mental impairment which 
can be expected to result in death or to be of long continued 
and indefinite duration. 


These conditions for payment are much more difficult to determine. 
Monthly disability benefits have a completely different nature as 
compared with the present provisions for old-age benefits and survivor 
benefits. Lack of objectivity in determination of disability makes it 
both easier for the claimant to maintain, and harder for the admin- 
istration to deny, the presence of qualifying disability. In many 
instances, physical disability does not necessarily produce economic 
disability, although this would in many cases be the tendency if 
monthly benefits were available. 

In reaching this conclusion your committee has taken into account 
the significant progress that has already been made in meeting the 
needs of disabled workers. In 1950, when the question of disability 
benefits came before this committee, the committee rejected the pro- 
posal for paying cash disability benefits under the old- -age and sur- 
vivors insurance system. This position was sustained by “the Senate. 
In conference with the House, a fourth category of assistance grants 
to States was approved—aid to the permanently and totally disabled. 
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Since 1950, 42 States have begun operations under this program, 
some of them only recently. About 244,000 needy disabled persons 
are now receiving monthly assistance payments, which total about 
$165 million annually. Further, many other disabled persons or 
their children who are in need—over a half million of them—-are re- 
ceiving assistance payments under other federally aided programs of 
aid to the blind and aid to dependent children. Disabled individuals 
are also aided under State and local general assistance programs. Іп 
most of the States, therefore, provisions already have been made to 
meet the basic needs of those who cannot support themselves because 
of extended and serious disability. 

Significant strides have been made, too, in the Federal-State pro- 
gram of vocational rehabilitation under the impetus of the 1954 
amendments, which greatly expanded the program. Many witnesses 
who appeared before your committee expressed the belief that pay- 
ment of cash disability benefits would in some cases, discourage 
rehabilitation. 

The 1954 amendments to the Social Security Act included in the 
law the so-called disability “freeze,” which protects the old-age and 
survivors insurance rights of workers during periods of total disability. 
The freeze provisions will be helpful to many disabled persons in 
protecting rights to old-age and survivors insurance benefits, in pro- 
viding higher retirement and survivor benefits, and in bringing more 
individuals promptly to the attention of State rehabilitation agencies. 

More time is needed to develop more fully all of the existing pro- 
grams for the disabled and to evaluate their results. In particular, 
it would be desirable to have more experience with the disability freeze. 

Your committee has been impressed by the testimony of the many 
medical experts who have testified that many proble ms would be 
encountered in evaluating physical and mental impairments for pur- 
poses of determining eligibility for disability benefits. 

Difficulties in determining elibigility, and other factors, lead to 
uncertainty as to the future costs of a cash disability program. Cost 
estimates in the field of disability benefits, as pointed out by the Chief 
Actuary of the Social Security Administration, are subject to a wider 
range of variation than are estimates for other types of benefits. 
The basic cost estimates which have been presented to the committee 
were based on high employment conditions; under low employment 
conditions, the cost would be significantly higher. The old-age and 
survivors insurance system is on a sound financial basis; your com- 
mittee strongly believes that it must be kept so and should not be 
altered by adding a benefit feature that could involve substantially 
higher costs than can be estimated. 

In view of all these considerations your committee has decided 
against including provisions for cash benefits to disabled workers. 

3. Provision for increasing the contribution rates in the old-age and 
survivors insurance program.—The improvements proposed in the 
committee-approved bill can be financed within the framework of the 
present tax schedule, under which contribution rates will be raised 
periodically until 1975, when they reach 4 percent on employee and 
employer and 6 percent on the self-employed. 

Had the provisions of the House bill for payment of benefits to 
disabled workers at age 50 and to all insured women at age 62 been 
added to the committee bill, the contribution rates would have had 
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to be increased to 2% percent on employee and employer and to 3% 
percent on the self-employed beginning in January 1957. Such an 
increase would have required the taxpayers under the system to pay 
an additicnal $1.7 billion in each of the next 3 years or a total of 
approximately $5.1 billion in excess of the taxes prescribed in present 
law. Moreover under the House bill the tax rates would be raised 
periodically until 1975 when rates of 4% percent on employee and 
employer and 6% percent on self-employed would be imposed. 

four committee believes it would be unwise to burden the millions 
of covered workers with increased social security taxes at this time 
as would be required under the House-approved bill. Substantial 
tax increases were made as recently as January 1, 1954, when the rate 
was increased, and January 1, 1955, when the taxable wage base was 
raised to $4,200. It seems much wiser to confine improvements in 
the program to those that can be absorbed within the present tax 
schedule. 


II. CHILD’S INSURANCE BENEFITS For CHILDREN WHO ARE Dıs- 
ABLED BEFORE ATTAINING AGE 18 


Under present law child’s benefits are not paid to a child who has 
attained age 18. Your committee’s bill would provide for the pay- 
ment of benefits after age 18 to the dependent child of a retired or 
deceased worker if the child has been permanently and totally dis- 
abled since before age 18. The mother of the child would also be 
eligible for benefits under this provision so long as she continued to 
have the child in her care. 

Your committee recognizes the situation faced by people who have 
the care of a child who because of a mental deficiency never grows 
up, or who because of a physical impairment requires constant care 
throughout his life. The suffering of these parents is the more acute 
because they are constantly concerned about what will happen to the 
child when the usual family income is cut off by the death or retire- 
ment of the wage earner. Under present law, when the father qualifies 
for monthly benefits upon retirement at age 65 or later, his child can 
get a benefit equal to one-half of the father’s benefit provided the 
child is under age 18. The mother also gets a benefit. Benefits are 
also payable to the mother and young child when the father dies. 
In either case, however, benefits which the present law provides for 
a child stop when he reaches 18, regardless of whether the child 
continues to be dependent because of mental or physical incapacity. 
And a child who is over 18 when his father retires or dies cannot get 
benefits at all. 

The House-approved bill would meet the first situation, where the 
disabled child is under 18 when the father dies or becomes entitled 
to retirement benefits. In this situation, the child would continue 
to receive his benefits after reaching 18 if he was still disabled. The 
mother caring for him would also continue to receive benefits. But 
this provision of the House bill would not meet the second situation 
where the disabled child is over 18 when the father dies or becomes 
entitled to retirement benefits. Your committee’s bill would provide 
benefits for a child who has been totally and permanently disabled 
before attaining age 18, if the child is totally and permanently disabled 
and dependent upon the parent at the time the parent dies or becomes 




















ARIES 





= а 





T> 






AN Li 





rz > 


я 






Іі 





pr~ 
44. 






i 





ғ 





? 


ТҰ Оо 





—— 
1 


РЕЗ 






ES 
2%% 





7 

























6 SOCIAL SECURITY AMENDMENTS OF 1956 










entitled to retirement benefits. To be considered disabled the child 
would have to be unable to engage in any substantial gainful activity 
by reason of a severe mental or physical impairment that is expected 
to continue indefinitely. 

As in the case of à child under 18 years"of'age, monthly benefits 
would also be payable to the mother of a disabled child entitled to 
child's benefits as long as he is in her care. 

Your committee does not believe that the difficulties that would be 
encountered in providing cash disability benefits for disabled workers, 
and that led the committee to delete from its bill the House-approved 
provisions for such benefits, would be encountered to the same extent 
in providing benefits for disabled children. "The two provisions are 
very different in their implications and their results. In the first place, 
there are very few cases involved in the provision for disabled child's 
benefits. Second, the task of determining the existence of a mental 
or physical impairment of the required degree of severity and perma- 
nence would not be difficult because most cases would be those of 
children congenitally disabled, or disabled in early childhood. Іп 
such cases school and other records showing the history of the case and 
evidencing the degree and duration of the disability will be available, 
and the lack of a work record will also be substanti: ating evidence of 
the child’s disability and dependence on the insured worker. Thus, 
even in cases where the child is, say, 40 years old at the time of 
application for benefits, the difficulty involved in determining that he 
was totally disabled before age 18 and has remained so will not be 
substantial. 

If another Federal disability benefit or workmen's compensation 
benefit is payable to the disabled child, and if that benefit is larger the 
child's insurance benefit would not be paid. 1f the child's insurance 
benefit is larger than the other disability or workmen's compensation 
benefit the child's insurance benefit would be reduced by the amount 
of the other benefit. The bill also provides that the benefits would 
not be paid to any child who, without good cause, refuses vocational 
rehabilitation services offered to him. A child who accepts vocational 
rehabilitation services and takes a job while receiving such services 
would have 12 months to test his earning capacity without suffering 
loss of benefits. 

It is estimated that about 20,000 children would be added to the 
benefit rolls in the first year under the provisions of your committee's 
bill. Annually, about 2,500 disabled children would be either cur- 
rently attaining age 18 and continued on the benefit rolls or added 
to the rolls at age 18 or over when the insured person died or became 
entitled to old-age insurance benefits, 


III. EXTENSION or Oup-AGE AND Survivors INSURANCE COVERAGE 


A. GENERAL 





The bill would extend coverage to several groups that are excluded 
under present law. Coverage would be provided for most of the self- 
employed professional groups that are now excluded, for additional 
State and local government employees, and for additional Americans 
(including certain ministers) employed outside the United States. 
In addition, the bill makes old-age and survivors insurance coverage 
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available to more farmers: It provides that certain income derived 
by a farm owner or tenant that is now treated as excluded rental 
income shall be covered earnings if the owner or tenant, by agreement 
with the individual operating the farm, materially participates in the 
farm production; the present optional method which certain farm 
operators reporting their income on a cash basis may use to compute 
their income for social security purposes is modified, and is made 
available to farm operators reporting their income on an accrual basis 
and to members of farm partnerships. The bill also revises the basic 
coverage requirement for farm workers and in some instances extends 
coverage to farm workers not covered under present law. 


B. SPECIFIC COVERAGE GROUPS ADDED 


(1) Self-employed professional people 

The bill would extend coverage to about 200,000 people who during 
the course of a year are self-employed in the practice of certain pro- 
fessions. The groups to whom coverage would be extended by your 
committee’s bill are lawyers, dentists, chiropractors, veterinarians, 
naturopaths, and optometrists. The present exclusion of self-em- 
ployed physicians (doctors of medicine) and osteopaths (doctors of 
osteopathy) would be continued. (The bill approved by the House 
would have covered osteopaths in addition to the self-employed pro- 
fessional groups newly covered by your committee’s bill.) Anyone 
in one of the newly included professions who has net earnings of $400 
or more from self-employment would be covered for taxable years 
that end after 1955. Coverage would be on the same basis as that pro- 
vided for the self-employed people who are covered under present law. 

Your committee has received numerous requests for coverage from 
members of the professions included in the bill. Results of polls con- 
ducted by organizations representing these professions and by mem- 
bers of the Congress have been predominantly in favor of coverage. 
Your committee is convinced that a majority of the members of these 
groups wish to be included in the system and believes that coverage 
should be extended to them. 


(2) Farm self-employment 

Status of share farmers.—Both the House and the Committee- 
approved bills clarify the status under old-age and survivors insur- 
ance of individuals who operate farms under share-farming arrange- 
ments made with the owners or tenants of these farms. (Such 
farmers may be known locally by a variety of names such as “share- 
croppers," *'renters," ‘croppers,” “tenants,” and “lessees,’’ or by 
other designations.) In specifying that these individuals are self- 
employed and not employees for purposes of old-age and survivors 
insurance coverage, the bill gives statutory recognition to the inter- 
pretation being followed in administering the present law. 

Your committee believes that this statutory recognition is neces- 
sary to dispel doubt as to the intent of the Congress since persons 
who operate farms under a share-farming arrangement with the owner 
or tenant have some characteristics of employees and some charac- 
teristics of self-employed persons. For example, in some instances 
the landowner may direct the share farmer to nearly the same extent, 
on an overall basis, as he does individuals who clearly are employees. 
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On the other hand, share farmers participate directly in the risk of 
farming; their return from the undertaking is dependent upon the 
amount of the crop or livestock produced. The provisions of the 
bill would remove any doubt as to whether the services performed 
by the share farmer are rendered as an employee or as a self-employed 
person by statutorily defining such services to be self-employment. 
This definition is believed to be consistent with the actual relation- 
ships existing under share-farming arrangements in the majority 
of cases. 

Landowners participating in production.—Under both the com- 
mittee-approved bill and the House bill, the present exclusion from 
self-employment earnings of rentals from real estate would not apply 
to income derived by an owner or tenant of a farm from its operation 
by another individual if there is material participation by the owner 
or tenant in the farm production under an arrangement which pro- 
vides for such participation. The bill thus would extend coverage 
under old-age and survivors insurance to certain farmers who, though 
not covered under the present law, have income from work and 
therefore are exposed to the type of income loss against which the 
program is designed to afford protection. 

Under this amendment it is contemplated that the owner or tenant 
of land used in connection with the production of agricultural or hor- 
ticultural commodities must participate to a material degree in the 
management decisions or physical work relating to such activities in 
order for the income derived therefrom to be classified as net earnings 
from self-employment. 

Computation of self-employment income from agriculture —Under 
present law, individual farmers who report their income on a cash 
basis have the following option in reporting their net earnings from 
agricultural self-employment for credit under old-age and survivors 
insurance: (a) If annual gross farm income is between $800 and $1,800, 
inclusive, either net earnings or 50 percent of gross income may be 
reported; (6) if gross income is more than $1,800 and net earnings are 
less than $900 either net earnings or $900 may be reported. If gross 
income is more than $1,800 and net earnings are $900 or more, net 
earnings must be reported. The optional method of reporting farm 
income is designed to make it unnecessary for a small farmer with low 
gross income to keep records that he does not ordinarily keep. It also 
enables both large and small farmers to maintain their old-age and 
survivors insurance protection during years when they have gross 
income of $400 or more regardless of whether they have any net 
earnings. 

Your committee found that the option required revision so that 
more low-income farmers could secure protection under old-age and 
survivors insurance. Farmers whose annual gross farm income is 
less than $800 and whose net earnings are less than $400 a year cannot 
be covered under present law. The bill approved by your committee 
would permit those farmers with gross income of $400 or more to be 
covered. The bill would also enable farmers who have little, if any, 
net earnings to report their n farm income up to $1,200 a year and 
thus to maintain their social-security protection at a higher level than 
that permitted by the option орде in the present law. 

Under present law the option can be used only by individuals who 
report their income on a cash receipts and disbursements: basis; mem- 
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bers of a farm partnership and individual farmers who compute their 
income for tax purposes on an accural basis must report their actual 
net earnings. ‘This has created inequities because members of farm 
partnerships and accrual-basis farmers are, in the same way as other 
farmers, subject to hazards that are peculiar to farming—hazards that 
make farm income subject to sharp fluctuations and result in years of 
low net income or net loss. Such farmers need the same opportunity 
as Other farmers to maintain their protection under old-age and sur- 
vivors insurance during bad years. 

The bill would permit farmers the following option in reporting their 
earnings from agricultural self-employment for old-age and survivors 
insurance purposes: (a) If annual gross income from agricultural self- 
employment is between $400 and $1,200 inclusive, either net earnings 
or gross income may be reported; (b) if gross income from agricultural 
self-employment is over $1,200 and net earnings are less than $1,200 
either net earnings or $1,200 may be reported. If net earnings are 
$1,200 or more, net earnings must be reported. The option would be 
available to members of farm partnerships and to individual farmers 
regardless of whether income is reported on an accrual or a cash basis. 

The following table summarizes the effect of the provisions of the 
bill for optional reporting for self-employed farm operators as com- 
pared with those of present law: 


| | Earnings reportable for social security 

Gross income from | Netearnings | - 
agricultural self- |from agricultural | | 
employment | self-employment | Standard | 





| Option under 


Opti > sen X : : 
ption under present lav | committee bill 


| method 


| 


Under $400 Under $400 None... Lanai OS 
$400 to $799 Under $400 None...... N Б Gross income. 
$400 to $799........... $400 to $799. .....| Net earnings....| N | Gross income. 
$800 to $1,200 Under $400 | None............| 50 percent of gross income...| Gross income. 
$800 to $1,200 $400 to $1,200....| Net earnings. .--| 50 percent of gross income...| Gross income 
$1,201 to $1,800.......| Under $400 None............| 50 percent of gross income...| $1,200. 
$1,201 to $1,800. ......| $400 to $1,199... .| Net earnings....| 50 percent of gross income. . .| 2, ,200. 
$1,201 to $1,800. ......| $1,200 to $1,500 Net earnings....| 50 percent of gross income .. 
More than $1,800 Under $400 | None E: | Ši, 200. 
More than $1,800 $400 to $899......| Net earnings....| $« $1,200. 
More than $1,800.....| $900 to $1,199....| Net earnings....| (2) 
More than $1,800 $1,200 and over..| Net earnings.... 

| 


1 The option may be used if farm operator has gross income from farming of less than $400 and has self- 
employment income from other covered activities which when added to gross income from farming equals 
$400 or more. 

2 Option cannot be used. 


(3) Certain employees of State and local governments who are under 
retirement systems 


Under present law, employees of State and local governments may 
be covered under the old-age and survivors insurance system through 
voluntary agreements between the States and the Department of 
Health, Education, and Welfare. Employees whose positions are 
under a State or local retirement system (except policemen and 
firemen) may be included in an agreement after a favorable referendum 
among the members of the sy stem. 

The committee-approved bill includes special provisions related to 
certain employees who are under State or local retirement systems in 
several States. 

One of these provisions would, for several States, make a change 
in the requirement in present law under which all members of a retire- 
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ment system (with minor exceptions) must be treated as a single 
group for purposes of coverage. The present requirement is that all 
members of a retirement system coverage group must be covered if 
any are covered. In operation, this requirement has imposed an 
undesirable limitation upon the ability of the States to afford em- 
ployees the combined protection of the basic Federal system and a 
State or local system. In some States no reduction in the protection 
afforded by an existing State or local retirement system can be made 
unless the employee specifically consents. As a result, if old-age 
and survivors insurance is to be extended to the retirement system 
members, it must be added on top of their existing protection in order 
to satisfy those members who prefer to retain the full protection of 
their existing system. In some cases the employees or the employing 
governmental unit may be unwilling or unable to pay the combined 
contributions that would be required under such an arrangement. 
The bill would provide that the State, at its option, may cover under 
old-age and survivors insurance only those persons now members of 
a retirement system who wish to be covered, provided that all new 
employees are covered compulsorily under old-age and survivors 
insurance. The provision would apply to the States of Georgia, 
Indiana, New York, North Dakota, Pennsylvania, Tennessee, Wash- 
ington, Wisconsin, and to the Territory of Hawaii. 

‘In some States the requirements that all members of a retirement 
system be covered as a group has prevented certain State employees 
from obtaining old-age and survivors insurance coverage because 
funds are not available to pay the employer's old-age and survivors 
insurance contribution on behalf of other State employees in the 
retirement system. Where State employees are compensated in 
whole or in part from Federal funds under title III of the Social 
Security Act (grants to States for unemployment compensation 
administration) Federal funds are available to pay the employer's 
contribution under old-age and survivors insurance. If the Federal 
old-age and survivors insurance law permitted, these employees 
could be covered immediately without waiting for action to provide 
the necessary funds for the employer’s contribution on behalf of other 
State employees. The committee bill includes a provision which in 
certain States would permit these employees, either as a separate 
group or in a group with other members of the department in which 
they are employed, to hold a separate referendum and, if the referen- 
dum is favorable, to be covered by old-age and survivors insurance 
as if there were no other employees in the State retirement system. 
The provision would apply to the States of Georgia, North Dakota, 
Pennsylvania, and Washington and to the Territory of Hawaii. 

Certain nonprofessional school district employees.—Before old-age 
and survivors insurance became available to State and local govern- 
ment employees, several States included nonprofessional school 
employees, such as clerks and janitors, under their teachers’ retire- 
ment systems. These systems, having been designed for employees 
who make a career of educational work, generally are not well suited 
to employees who move back and forth between school employment 
and other types of employment. The bill would permit certain 
States to cover nonprofessional school employees who are under a 
teachers’ retirement system without a referendum and without 
covering the professional employees who are in the system, provided 
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the action is taken prior to July 1, 1957. This provision would apply 
to the States of Nevada, New Mexico, Oklahoma, Pennsylvania, 
Texas, and Washington, and to the Territory of Hawaii. 

Policemen and firemen in the States of North Carolina, South Carolina, 
and South Dakota.—'The Social Security Amendments of 1954, which 
made old-age and survivors insurance coverage available to most 
employees under retirement systems, continued the exclusion of 
policemen and firemen at the request of policemen's and firemen's 
organizations. Your committee has been requested to remove the 
bar to coverage of policemen and firemen employed in the States of 
North Carolina, South Carolina, and South Dakota. Accordingly, 
your committee has added to the House bill a provision making 
coverage available to policemen and firemen in these States, subject 
to the same conditions that apply to coverage of other employees who 
are under State and local retirement systems, except that where the 
policemen and firemen are in a retirement system with other classes 
of employees the policemen and firemen may, at the option of the 
State, hold a separate referendum and be covered as a separate group. 


(4) Agricultural labor 

Modifications in. coverage test.—Under the present law, an agri- 
cultural worker is covered by old-age and survivors insurance for his 
work for an employer in a calendar vear if he is paid $100 or more in 
cash wages by that employer during the course of the calendar year. 
The bill would, generally speaking, increase to $200 the amount of 
cash wages that an agricultural worker must be paid by an employer 
in a calendar year in order for his services to be covered. However, 
farmworkers who perform agricultural] services for an employer on 
30 or more days during a calendar year for cash pay at a rate which is 
based on some unit of time such as an hour, a day, or a week, would be 
covered regardless of the amount of their cash wages. Piece-rate 
workers would be covered only if they are paid at least $200 in cash 
wages by one employer. 

The bill would, in effect, provide old-age and survivors insurance 
coverage only for farmworkers who work a considerable period for an 
employer, thus easing the social security recordkeeping and reporting 
responsibilities of many farm employers who employ short-term 
seasonal workers. While the bill would execude from coverage some 
workers who would be covered if the present $100-cash-wage test were 
retained, it would extend coverage to a group of farmworkers for 
whom old-age and survivors insurance coverage is especially desirable. 
The group not covered under present law who would not be covered is 
composed primarily of workers who, though not paid as much as $100 
in cash wages by any one employer in a year customarily are in the 
labor force; many of them, especially those who receive a large part 
of their pay in the form of board, or board and room, work for 1 
employer longer than the required 30 days and are regarded as regular 
employees. On the other hand, many of the workers who would be 
excluded from coverage by the bill are persons not normally in the 
labor force, such as children and housewives. 

Crew leaders deemed employers of crew workers.—The bill provides 
that if a “crew leader,” as defined in the bill, furnishes workers to 
perform agricultural labor for another person the workers would be 
the crew leader’s employees, and that the “crew leader” would be 
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self-employed. The term “‘crew leader” means a person who furnishes 
individuals to perform agricultural labor for another person, pays such 
individuals for their work, and is not designated, by written agreement 
with the person for whom the agricultural labor is performed, as an 
employee of such person. 

Many farmers throughout the United States, particularly growers 
of cotton, fruits, and vegetables, require a sizable labor force for a 
short period, especially during the harvest of their crops. Frequently 
they obtain the workers through persons known as “crew leaders” 
(or known by other designations such as “labor contractors’ and 
*row bosses") who recruit crews of workers and transport them to the 
farms. "The identity of the employer of such crews of agricultural 
workers (as between the crew leader and the farm operator) must be 
determined, under present law, by examining the employment rela- 
tionship in the light of the common-law control test. It is often diffi- 
cult for the crew leader and the farm operator to make this determina- 
tion. Moreover, if it is determined that the farm operator is the 
employer, he may have difficulty in obtaining the necessary informa- 
tion about each individual worker in the crew for social-security pur- 
poses. Your committee believes that deeming the crew leader to be 
the employer of the individuals he recruits and pays would simplify 
the reporting of workers for social-security purposes, and would also 
be to the advantage of many of the farm workers who customarily 
work as members of a crew. Since they generally work for the same 
crew leader longer than for a single farm operator, they will have a 
better chance of having their farm work covered by old-age and sur- 
vivors insurance. Also, a larger proportion of their farm wages will 
be covered if the crew leader is the employer. 

The number of additional farm workers who could be covered 
under old-age and survivors insurance by the two provisions just 
described (the 30-day test and the provision under which certain 
crew leaders would be the employers of agricultural workers) would 
tend to offset the number of farm workers who would be excluded 
from coverage by the provision that substitutes a $200-cash-wage 
test for the present $100-cash-wage test. At the same time, the bill 
would ease the social security recordkeeping and reporting job of 
many farm employers 

Temporary foreign agricultural workers.—Your committee has 
previously recognized the undesirability of covering foreign agri- 
cultural workers who serve only temporarily in the United States, 
and the present law excludes service performed by foreign agricultural 
workers from Mexico hired under contracts made in accordance with 
title V of the Agricultural Act of 1949, as amended, and service 
performed by foreign workers lawfully admitted from the British 
West Indies on a temporary basis to do agricultural labor. Your 
committee bill would broaden the present exclusion so that it would 
apply uniformly to service performed by foreign workers admitted on 
a temporary basis from any foreign country to perform agricultural 
labor. 

Turpentine workers.—The House bill would extend coverage to an 
estimated 20,000 workers engaged in the production of turpentine 
and gum naval stores. This provision was deleted by your committee. 
Under the committee bill, services in the production of gum naval 
stores would continue to be excluded from coverage, 
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(5) United States citizens employed outside the United States by foreign 
subsidiaries of American employers 

Under present law United States citizens working outside the 
United States for foreign subsidiaries of American corporations may 
be covered under old-age and survivors insurance by means of volun- 
tary agreements between the parent corporation and the United States 
Government. Coverage is available only to American citizens who 
are employed either by a foreign subsidiary in which the American 
corporation holds more than 50 percent of the voting stock, or by 
another foreign corporation in which such subsidiary holds more than 
50 percent of the voting stock. Under an amendment added to the 
bill by your committee, the present provision would be broadened to 
make coverage available to American citizens employed by a foreign 
company in which the American corporation holds 20 percent or more 
of the voting stock. 

Under the amendment, as under present law, if any of the American 
citizen employees of a foreign company are covered under an agree- 
ment all of them must be covered. This requirement is intended to 
prevent adverse selection. Your committee believes, however, that 
it may be unduly restrictive in its effect on the coverage of American 
citizens employed abroad. Accordingly, we have asked the Depart- 
ment of Health, Education, and Welfare and the Treasury Department 
to study the operation and effect of this requirement with a view 
toward recommending changes that would make coverage feasible for 
additional United States citizen employees of foreign subsidiaries of 
American employers. 

(6) Ministers 

The social-security amendments of 1954 made old-age and sur- 
vivors insurance coverage available to ministers generally (and mem- 
bers of religious orders). This coverage was provided by permitting 
the minister to file a certificate indicating his desire to be covered as a 
self-employed person, regardless of whether he is self-employed or 
working as an employee. Special provisions were included to permit 
ministers who are United States citizens working abroad for American 
employers to pay self-employment contributions and receive credit 
for their wages and salaries under old-age and survivors insurance. 
Because of the definition of what constitutes an American employer 
American ministers serving as pastors of churches in foreign countries 
cannot, in some situations, secure coverage under these provisions even 
though their congregations are composed predominantly of American 
citizens. Your committee has added to the bill a provision that would 
make coverage available to these American ministers beginning with 
the first taxable year ending after 1954 for which coverage is elected. 


(7) Employees of the Tennessee Valley Authority and the Federal home 
loan banks 

The House bill would have extended coverage to certain employees 
of the Tennessee Valley Authority and employees of district Federal 
Home Loan banks. These provisions were deleted by your committee 
because the employees are already covered under retirement systems 
and we feel that social-security coverage should not be extended to 
them until there is further evidence that the resulting total benefit 
amounts would not be excessive. 
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IV. LOWERING OF ELIGIBILITY AGE FOR WIDOWS INSURANCE BENEFITS 


Under present law the qualifying age for receipt of monthly insur- 
ance benefits for all aged beneficiaries is 65. The bill would lower 
the qualifying age to 62 for widows of insured workers. As a result, 
about 200,000 additional widows would become eligible for benefits in 
September 1956. "The reduction in the qualifying age for widows 
means the addition of about $20 billion to the $90 billion now esti- 
mated to be the face value of the protection in the form of benefits 
paid at age 65 and over to widows of insured workers. 

Many women widowed in their fifties or early sixties have never 
worked or have not had recent work experience and find it difficult 
to secure jobs. Many are left with no financial resources and face the 
alternatives of being dependent on their children (who are themselves 
attempting to make ends meet while raising their own families), or of 
seeking assistance from public or private welfare agencies. 

There is no such compelling reason for lowering the eligibility age 
for wives. An elderly couple has the husband’s benefit in the interval 
between the time when he retires and the time when his wife becomes 
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5 eligible for a wife’s benefit. The couple is thus in a more advantageous 
Ñ position than a widow. i Y EM 
4 Studies by the Social Security Administration show that in 98 
percent of the cases a mau's decision on when to retire and apply for 
benefits is not based on whether his wife is also eligible. All in all, 
i there is no convincing evidence that any real social need for an earlier 
* eligibility age for wife's benefits would justify the greater cost involved. 
9 So far as women workers are concerned, there are indications that 
$ lowering the eligibility age for them might prove positively harmful to 
their welfare. If the eligibility age were lowered for working women, 
Us some employers would terminate the employment of their women 
9 employees at an earlier age than they do now, and some employers 
i would lower hiring age limits and thus make it more difficult for 
е women in their late fifties to get new employment. If women were 
9 retired earlier than at present, there would be a shorter period in 
m which they could build up retirement assets and a longer one over 
S which such assets would have to be spread. And not only would 
* earlier retirement lower the living standards of women workers; it 
S would deprive them of the feeling of pride and usefulness than for 
; many comes only from satisfactory work. Moreover, if women 






workers were retired earlier, the Nation would be deprived of their 
contribution to production and the ratio of nonproducers would be 
increased. Thus it is important both to the individual and to the 
national economy that job opportunities for older persons be increased 
rather than reduced. 

A reduction in the eligibility age for women workers would be contra- 
ry to current trends in pen. employment, population, and private 
pension plans. Women are living longer and working longer today 
than ever before. On the average, the woman who reaches 65 may 
now expect to live past 80. And the average length of life for women 
is 6 years greater than for men. In the past 15 years, the proportion 
of women aged 60 to 64 who are in the labor force has almost doubled. 
And while many private pension plans in the past provided a lower 
retirement age for women than for men, this trend has been reversed; 
most now provide the same for both men and women. Many public 
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and private programs are being set up for the purpose of opening up 
new job opportunities for older workers. Lowering the qualifying age 
for women workers could make it more difficult for these programs to 
accomplish their purpose. 

The disadvantages of a reduction in the eligibility age for women 
workers have been recognized by various women’s organizations, 
which have strongly opposed the idea of differential treatment of men 
and women workers under old-age and survivors insurance. 

The cost of providing benefits at age 62 for all women, as in the 
House-passed bill, is estimated at about $400 million in the first vear 
of operation and $1 billion a year by 1970. The level-premium cost of 
the program would be increased by 0.56 percent of taxable earnings, 
as compared with 0.20 percent for widows alone. 

Moreover, reduction in the eligibility age for all women would raise 
sharply the issue of a reduction in the eligibility age for men also. 
A reduction in the age for men would be even more undesirable than 
a reduction in the age for women, and would be extremely costly. If 
the eligibility age were lowered for both men and women, the level- 
premium increase in cost would be 1.10 percent of taxable earnings. 


V. INVESTMENT OF THE TRUST FUND 


The Social Security Act provides that the managing trustee (the 
Secretary of the Treasury) shall invest such portion of the old-age and 
survivors insurance trust fund as is not in his judgment needed to 
meet current withdrawals. These investments must be made in 
interest-bearing obligations of the United States or in obligations 


guaranteed both as to interest and principal by the United States. 
Your committee believes that this method of investment of the trust 
fund is sound and should be continued. 

Much of the holdings of the trust fund are special obligations issued 
exclusively to the fund. These special obligations are required by 
law to bear a rate of interest equal to the average rate borne by all 
interest-bearing obligations of the United States. This average in- 
terest rate, if it is not a multiple of one-eighth of 1 percent, is reduced 
to the next lower multiple of one-eighth of 1 percent. 

Your committee believes that the investments of the trust fund 
should reflect the essentially long-term nature of the investments. 
We also believe that public understanding of the financing provision 
will be enhanced, and criticism based on misunderstanding avoided, 
if it is made clear that bonds purchased by the trust fund are as much 
a part of the public debt as any other obligations of the Federal 
Government. We have therefore referred to the special obligations 
as “public-debt obligations for purchase by the trust fund." The 
special obligations would have maturities fixed with due regard for the 
needs of the fund. The interest rate on these obligations would be 
equal to the average rate of interest borne by all marketable interest- 
bearing obligations of the United States not due or callable until after 
the expiration of 5 years from the date of original issue. The interest 
rate, if not already a multiple of one-eighth of 1 percent, would be 
rounded to the nearest multiple of one-eighth of 1 percent. 

These changes have been recommended by the Board of Trustees 
of the trust fund. The exclusion of interest rates on short-term 
obligations in fixing the rate for public-debt obligations for issue to 
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the fund would increase the interest income of the fund, on the average, 
by about seven one-hundredths of 1 percent of taxable payroll, or 
about $160 million a year (less than this in the immediate future, 
е the trust fund is now smaller than it is estimated to be even- 
tually). 


VI. Apvisory Councit on SocraAL Security FINANCING 


Advisory Councils on Social Security Financing would be estab- 
lished periodic: ally under the bill to review the status of the old-age 
and survivors insurance trust fund in relation to the long-term 
commitments of the program. Each Advisory Council would evaluate 
the financing provisions of the program before one of the scheduled 
increases in the tax rates in the light of the dynamic character and 
growing productive capacity of our economy. 

The bill provides that the Secretary of Health, Education, and 
Welfare would appoint the members of the Advisory Council. The 
Commissioner of Social Security would serve as Chairman of the 
Council which would include 12 other persons representing, to the 
extent possible, employers and employees in equal numbers, and 
self-employed persons, and the public. Actuarial and other pertinent 
data prepared by the Department of Health, Education, and Welfare 
would be received by the Advisory Council. In addition, the Council 
would be authorized to engage such technical assistance, including 
actuarial services, as might be necessary. The Council would report 
its findings and recommendations to the secretary of the Board of 
Trustees of the Federal old-age and survivors insurance trust fund. 
The Council then would go out of existence. The Council’s report 
will be included in the trustees’ annual report submitted to the 
Congress. 

The first Advisory Council would be appointed after February 1957 
and before January 1958. A new Council constituted in the same 
manner with the same functions, duties, and responsibilities (including 
the reporting of its findings and recommendations), would be ap- 
pointed by the Secretary not earlier than 3 years and not later than 
2 years before each ensuing scheduled increase in the tax rates, fol- 
lowing the increase scheduled for 1960. 


VII. MISCELLANEOUS PROVISIONS 


Your committee’s bill contains provisions that would enable cer- 
tain employees of nonprofit organizations to secure credit under old- 
age and survivors insurance for wages on which taxes were paid in 
good faith (and not refunded) in the belief that the employment was 
covered, although a valid waiver of tax exemption had not been filed 
by the organization or, if filed, had not been signed by all the employees 
for whom wages were reported. The bill provides a 2-year extension 
of the time period within which an application for a lump-sum death 
payment may be filed, or within which a dependent widower, husband, 
or parent may file proof that he was supported by an insured person, 
where there was good cause for failure to file the necessary applica- 
tion or proof within the original time period. The bill also provides 
that a widow who lost her benefit rights on her deceased husband’s 
earnings record by remarriage and who is not eligible for benefits on 
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her second husband’s record because he died before the new marriage 
had lasted a year, would have her rights to widow’s benefits on her 
first husband’s record restored. The bill also amends the Railroad 
Retirement Act so as to preserve the existing relationship between 
the railroad retirement and old-age and survivors insurance systems. 
Certain other minor provisions were included in H. R. 7225 to make 
technical corrections in existing law. These miscellaneous provisions 
are described in the section-by-section analysis of this report. 


VIII. AcrvartaL Cost Estimates FOR OLD-AGE AND SURVIVORS 
INSURANCE SYSTEM 


A. FINANCING POLICY 


The Congress has always carefully considered the actuarial and 
cost aspects in determining the bene fit provisions of the old-age and 
survivors insurance system at the time of the various amendments to 
the program. In connection with the 1950 amendments, the Congress 
was of the belief that the program should be completely self-supporting 
from contributions of covered individuals and employers. Accord- 
ingly, at that time the provision permitting appropriations to the 
system from general revenues of the Treasury was repealed. In the 
subsequent amendments of 1952 and 1954, this policy was continued. 
Your committee has always very strongly believed that the system 
should be actuarially sound. Your committee continues to believe 
that the tax schedule in the law should make the system self-sup- 
porting as nearly as can be foreseen, or in other words, actuarially 
sound. 

The concept of actuarial soundness as it applies to the old-age and 
survivors insurance system differs considerably from this concept as 
applicable to private insurance although there are certain points of 
similarity—especially as this concept applies in connection with 
private pension plans. 

The most important difference is due to the fact that a social- 
insurance system can be assumed to be perpetual in nature with a 
continuous flow of new entrants (as a result of its compulsory nature). 
Accordingly, it may be said that the old-age and survivors insurance 
program is actuarially sound if it is in actuarial balance by reason of 
the fact that future income from contribution and interest earnings on 
the accumulated trust fund will over the long run support the disburse- 
ments for benefits and administrative expenses. Quite obviously, 
future experience may be expected to vary from the actuarial cost 
estimates made now, but the intent that the system be self-supporting 
can be expressed in law by utilizing a contribution schedule that 
according to an interme diate-cost estimate results in the system being 
in balance, or quite close thereto. 

The system’s actuarial balance under the 1952 act was estimated 
at the time of enactment to be virtually the same as in the estimates 
made at the time the 1950 act was enacted; this was the case because 
of the rise in earnings levels in the 3 years preceding the enactment of 
the 1952 act being taken into consideration in those estimates. New 
cost estimates made after the enactment of the 1952 act indicated that 
the level-premium cost (i. e. the average long-range cost, based on 
discounting at interest, relative to payroll) of the benefit disburse- 
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ments and administrative expenses were somewhat more than one- 
half percent of payroll higher than the level-premium equivalent of 
the schedule taxes (including allowance for interest on the existing 
trust fund). Under the 1954 act, the increase in the contribution 
schedule met all of the additional cost of the benefit changes proposed 
and reduced substantially the “actuarial insufficiency" which the 
estimates had indicated in regard to the financing of the 1952 act. 

Recent operating experience of the program has indicated that 
earnings level (based on 1955 data) have risen by about 13 percent 
over those used in the previous acturial estimates (based on 1951-52 
levels). Taking this factor into account reduces the ‘actuarial 
insufficiency" under the present law to the point where for all practical 
purposes it may be said to be nonexistent. Accordingly, the system 
is now in approximate actuarial balance. We believe, however, that 
our policy should be one of utmost prudence in this area to assure the 
continuing actuarial soundness of the system. 


B. BASIC ASSUMPTIONS FOR COST ESTIMATES 


Estimates of the future cost of the old-age and survivors insurance 
program are affected by many factors that are difficult to determine. 
Accordingly, the assumptions used in the acturial cost estimates may 
differ widely and yet be reasonable. Benefit payments may be 
expected to increase continuously for at least the next 50 to 70 years 
because of factors such as the aging of the population of the country 
and the inherent slow but steady growth of the benefit roll in any 
retirement program, public or private, that has been in operation for 
only a relatively short period. 

The cost estimates for the bill are presented here first on a range 
basis so as to indicate the plausible variation in future costs depending 
upon the actual trend developing for the various cost factors. Both 
the low-cost and high-cost estimates are based on high economic 
assumptions, intended to represent close to full employment, with 
average annual earnings at about the level prevailing in 1955. Fol- 
lowing the presentation of the cost estimates on a range basis, inter- 
mediate estimates developed directly from the low-cost and high-cost 
estimates (by averaging them) are shown so as to indicate the basis 
for the financing provisions. 

In general, the costs are shown as a percentage of covered payroll. 
This is the best measure of the financial cost of the program. Dollar 
figures taken alone are misleading because, for example, a higher 
earnings level will increase not only the outgo but also, and to a greater 
extent, the income of the system. The result is that the cost relative 
to payroll will decrease. 

The low-cost and high-cost assumptions relate to the cost as a 
percentage of payroll in the aggregate and not to the dollar costs. 
The two cost assumptions are based on possible variations in fertility 
rates, mortality rates, retirement rates, remarriage'rates, and so forth. 

In general, the cost estimates have been prepared on the basis of 
the same assumptions (other than as to earnings) and techniques as 
those contained in the Social Security Administration's Actuarial 
Study No. 39 (relating to present law) and those contained in the re- 
port of the Committee on Ways and Means of the House of Repre- 
sentatives on this bill (H. Rept. No. 1189, 84th Cong., Ist sess.), 
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One change in assumptions has, however, been made as a result of the 
revised basis for determining the interest rate on special issues held 
by the trust fund according to the committee-approved bill, namely, 
by basing it on the rate on long-term obligations of the United States 
rather than on all such obligations and by revising the rounding basis 
so as to round to the nearest one-eighth of 1 percent instead of the 
lower one-eighth. On the average, this will have the effect of raising 
the interest-earnings rate of the trust fund by almost one-fourth of 1 
percent. Thus, in contrast with the interest rate of 2.4 percent used 
in the previously mentioned cost estimates, a rate of 2.6 percent is 
used in these cost estimates. 

The cost estimates are extended beyond the year 2000 since the 
aged population itself cannot mature by then. The reason for this 
is that the number of births in the 1930’s was very low as compared 
with subsequent experience, and, as a result, there is a dip in the 
relative proportion of the aged from 1995 to about 2010, which, in 
itself, would tend to yield low benefit costs for that period. Accord- 
ingly, the year 2000 is by no means a typical ultimate year. 

An important measure of long-range cost is the level-premium con- 
tribution rate required to support the system into perpetuity, based 
on discounting at interest. It is assumed that benefit payments and 
taxable payrolls remain level after the year 2050 (actually the relation- 
ship between benefits and payroll is virtually constant after about 
2020). If such a level rate were adopted, relatively large accumula- 
tions in the trust fund would result, and in consequence there would 
be sizable eventual income from interest. Even though such a 
method of financing is not followed, this concept may nevertheless be 
used as a convenient measure of long-range costs. This is a valuable 
cost concept, especially in comparing various possible alternative 
plans and provisions, since it takes into account the long-term rise in 
benefit disbursements. 

The estimates are based on level-earnings assumptions. This, 
however, does not mean that covered payrolls are assumed to be the 
same each year; rather, they rise steadily, paralleling the estimated 
increase in the population at the working ages. If in the future the 
earnings level should be considerably above that now prevailing, and 
if the benefits for those on the roll are at some time adjusted upward 
so that the annual costs relative to payroll will remain the same as 
now estimated for the present act, then the increased dollar outgo 
resulting will offset the increased dollar income. This is an important 
reason for considering costs relative to payroll rather than in dollars 

The cost estimates have not taken into account the possibility of 
& rise in earnings levels, although such a rise has characterized the 
past history of this country. If such an assumption were used in 
the cost estimates, along with the unlikely assumption that the 
benefits nevertheless would not be changed, the cost relative to payroll 
would, of course, be lower. If benefits are adjusted to keep pace with 
rising earnings, the year-by-year costs as a percentage of payroll 
would be unaffected. In such case, however, the level-premium cost 
would be higher, since under such circumstances, the relative im- 
portance of the interest receipts of the trust fund would gradually 
diminish with the passage of time. If earnings do consistently rise 
and benefits are adjusted accordingly, thorough consideration will 
need to be given to the financing basis of the system because then the 
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interest receipts of the trust fund will not meet as large a proportion 
of the benefit costs as would be anticipated if the earnings level had 
not risen. 

Financial interchange provisions with the railroad retirement system 
are, under present law, in effect such that the old-age and survivors 
insurance trust fund is to be placed in the same financial position as 
if railroad employment had always been covered under the old-age 
and survivors insurance program. It is estimated that, over the long 
range, the net effect of these provisions will be a relatively small net 
gain to the old-age and survivors insurance system, since the reim- 
bursements from the railroad retirement system will be somewhat 
larger than the net additional benefits paid on the basis of railroad 
earnings. The long-range costs developed here are for the operation 
of the trust fund on the basis, as provided in current law, that all 
railroad employment will be (and beginning with 1937, has been) 
covered employment. The balance in the fund thus corresponds 
exactly to the actual situation arising. But the contribution income 
and benefit disbursement figures shown are slightly higher (by about 
5 percent) than the payments which will ac tually be made directly 
to the trust fund by contributors and the payments which will actually 
be made from the trust fund to the individual beneficiaries. This is 
the case because the figures here include both the additional contri- 
butions which would have been collected if railroad employment had 
always been covered and the additional benefits that would have 
been paid under such circumstances. The balance for these two 
elements is to be accounted for in actual practice by the operation of 
the financial interchange provisions. 


C. RESULTS OF COST ESTIMATES ON RANGE BASIS 


Table 1 presents costs as a percentage of payroll for each of the 
various types of benefits. The level-premium cost for the benefits 
provided in the committee- approved bill, on the basis of 2.6 percent 
interest, ranges from 6.8 to 8.6 percent of payroll. 
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TaBLe 1.—Estimated benefit payments as percent of taxable payroll * for bill, by 
type of benefit, high-employment assumptions 
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1 Taking into account lower contribution rate for self-employed as compared with employer-employee 
rate. 

? Includes husband's and widower's benefits, respectively. 

3a Excluding effect of railroad coverage under financial interchange provisions. 

* At 2.6 percent interest. Level premium contribution rate for benefit payments after 1955 and in per- 
petuity, not taking into account (@) existing trust fund and (6) administrative expenses. These level- 
premium rates assume that benefits and payrolls remain level after the year 2050. 


Table 2 shows the estimated operations of the trust fund under the 
committee-approved bill on the basis of a 2.6-percent interest rate. 
This rate is higher than the 2.4-percent rate used in the previous esti- 
mates, reflecting the change in the interest basis of the trust fund under 
the provisions of the committee-approved bill, although it is slightly 
above what would currently be earned under such provisions. Under 
the low-cost estimate, the trust fund builds up quite rapidly and even 
some 45 years hence is growing at a rate of about $6 billion per year 
and at that time is about $180 billion in magnitude; in fact, under 
this estimate, benefit disbursements do not exceed contribution in- 
come during the next 60 years. On the other hand, under the high- 
cost estimate the trust fund builds up slowly to a maximum of about 
$41 billion in 1980, but decreases thereafter until it is exhausted in the 
year 1999. Benefit disbursements exceed contribution income during 
1958-59, 1962-64, 1967-69, and in 1974 (in each case, just before a 
scheduled rise in the contribution rate) ), and again in and after 1980. 
In each of these periods before 1975, however, the interest receipts are 
more than sufficient to offset such excesses. 
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TABLE 2.—Fstimated progress of trust fund under committee-approved bill, 2.6 
percent interest, high-employment assumptions 


[In millions] 


ҚАСЫ 
| Contri- | Benefit | Admin- | Interest | Balance 
Calendar year | butions | payments | istrative onfund | infund 
| | | expenses | 


| 
| 
| 
| 


i 


| Actual data excluding effect of railroad financial interchange 
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| Actual data including effect of railroad financial interchange 
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2000. . а à и 19, 843 23, 628 304 (2) | (2) 
EI TNA —*— ок 20), 557 31, 121 367 (2 (2) 





1 Preliminary estimate. 
? Fund exhausted in 1999. 


These results are consistent and reasonable, since the system on an 
intermediate-cost estimate basis is intended to be approximately self- 
supporting, as will be indicated hereafter. Accordingly, a low-cost 
estimate should show that the system is more than self-supporting, 
whereas a high-cost estimate should show that a deficiency would 
arise later on. In actual practice, under the philosophy in the 1950, 
1952, and 1954 acts, as set forth in the committee reports therefor and 
as continued in this bill by your committee, the tax schedule would 
be adjusted in future years so that neither of the developments of the 
trust fund shown in table 2 would ever eventuate. Thus, if experience 
followed the low-cost estimate, the contribution rates would probably 
be adjusted downward—or perhaps would not be increased—in future 
years according to schedule. On the other hand, if the experience 
followed the high-cost estimate, the contribution rates would have to 
be raised above those scheduled. At any rate, the high-cost estimate 
does indicate that under the tax schedule in present law, which is 
retained in the committee-approved bill there would be ample funds 
to meet benefit disbursements for several decades even under relatively 
high-cost experience. 
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D. RESULTS OF INTERMEDIATE-COST ESTIMATE 


The Congress, in enacting the 1950, 1952, and 1954 acts, was of the 
belief that the old-age and survivors insurance program should be on 
a completely self-supporting basis, or, in other words, actuarially 
sound. This belief is reiterated in this report. "Therefore, a single 
estimate is necessary in the development of a tax schedule intended 
to make the system self-supporting. The intermediate-cost estimate 
is developed from the low-cost and high-cost estimates, by averaging 
them (using the dollar estimates and developing therefrom the 
corresponding estimates relative to payroll) and is used for this 
purpose. Any specific schedule will necessarily be somewhat different 
from what will actually be required to obtain exact balance between 
contributions and benefits. This procedure, however, does make the 
intention specific, even though in actual practice, future changes in 
the tax schedule might be necessary. Likewise, exact self-support 
cannot be obtained from a specific set of integral or rounded fractional 
tax rates increasing in orderly intervals, but rather this principle of 
self-support should be aimed at as closely as possible. 

The contribution schedule contained in the present law is left 
unchanged by the committee-approved bill since no change is needed 
to provide for the benefit liberalizations made. The following table 
compares this schedule with the higher rates provided under the 


House-approved bill: 
pe 


| 

m 1954 act and committee approved bil | House approved bill 
Calendar year | 
I 


| Employee | Employer ü Self- Employee | Employer | Self- 


1955... акы 
1956-59...... 

1960-64 

1965- 60 

1970-74... i 
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Table 3 gives an estimate of the level-premium cost of the com- 
mittee-approved bill, tracing through the changes in cost from the 
present act according to the major changes proposed. For both the 
present act and the bill, the level-premium costs are based on benefit 
payments from 1956 on. 
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TABLE 3.—Changes in estimated level-premium cost! of benefit payments as percent 
of payroll, by type of change, intermediate-cost estimate, high-employment 


assumptions 





Item Level-premium 
cost ! 








Cost of present act: Percent 
1954 estimate (based on 1951-52 earnings level).......................................- | 7.77 
7.45 


Current estimate (based on 1955 earnings level) ......................-..----.---.-- " i 





Effect of proposed changes: | 
Reducing minimum eligibility age for widows to 62.................. c ccc eccle ce cer | 4-. 19 
Paying child's benefits after age 18 when disabled.................. c e eec cese ses- | 4-. 01 
NEN ала воно Rr puaa ھھھ ا‎ | --.01 
Revised interest basis for trust fund investments........................-...-.-- "d —, l4 
ааа ی ی‎ aa adaa aaa cael | +.05 
і | 7.50 


Cost of узел аз ашепдей һу сот! /Чее-арргоуей МП .................................. 


1 о premium contribution rate for benefit payments after 1955 and in perpetuity, taking into account 
(a) lower-contribution rate for self-employed as compared with employer-employee rate, (b) existing trust 
fund, and (c) administrative expenses. 


It should be emphasized that in 1950 the Congress did not recom- 
— that the system be financed by a high, level tax rate from 1951 
, but rather recommended an increasing schedule, which, of neces- 
sity, ultimately rises higher than the level- -premium rate. Nonethe- 
less, this graded tax schedule will produce a considerable excess of 
income over outgo for many years so that a sizable trust fund will 
develop, although not as large as would arise under a level-premium 
tax rate; this fund is invested in Government securities (just as are 
much of the reserves of life insurance companies and banks, and is 
also the case for the trust funds of the civil-service retirement, railroad 
retirement, national service life insurance, and United States Govern- 
ment life insurance systems), and the resulting interest income will 
help to bear part of the increased benefit costs of the future. 

As will be seen from table 3, based on 1955 earnings assumptions, 
the level-premium cost of the benefits of the present act—based on 2.4 
percent interest—is 7.45 percent of payroll, while the corresponding 
figure for the committee-approved bill—based on 2.6 percent interest 
is 7.50 percent. 

The level-premium contribution rates equivalent to the graded 
schedules in the present law and in the bill may be computed in the 
same manner as level-premium benefit costs. It should be noted, as 
indicated previously, that the schedule in the House-approved bill is 
higher by 1 percent (on the employer-emplovee combined rate) than 
present law and the committee-approved bill. These are shown in 


the table below for income and disbursements after 1955 (on the basis 
of the intermediate-cost estimate, at 2.4 percent interest for present 
law and the House-approved bill and at 2.6 percent interest for the 
committee-approved bill): 
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[Percent] 
| | 
| Present law | Сотп- 
— —— Nouse- | mittee- 
Level-premium equivalent | approved | approved 
Original | Revised | bill? | bill? 
| estimate | estimate? | 
Benefit costs ! s —— nid alis 4 4 7.77 7.51 8.43 7.50 
Contributions — 7. 29 7.29 8.29 7.22 
Net difference, or lack of actuarial balance. . 48 22 .14 . 28 


! Including adjustments (a) to reflect lower contribution rate for self-employed as compared with 
employer-employee rate, (^) for existing trust fund, and (c) for administrative expenses, 

3 As shown in Н. Rept. No. 1189, 84th Cong., Ist sess., p. 17. Based on 1954 earnings assumptions; if 
1955 earnings assumptions were used, the ‘‘lack of actuarial balance’’ would be 0.16 percent for present law 
and 0.08 percent for the House-approved bill. 

3 Based on 1955 earnings assumptions. 


Thus, the actuarial balance of the program as it would be revised 
under the committee-approved bill is only slightly different than 
was the present law when the House first began its consideration 
of this legislation. 

Table 4 shows the vear-by-vear cost of the benefit payments 
according to the intermediate-cost estimate for the House-approv ed 
bill, the committee-approved bill, and the present law. These figures 
are based on a future level-earnings assumption and do not consider 
business cycles which over a long period of vears tend to average out. 
The benefit disbursements under the bill for 1957, the first full vear 
of operation, are estimated at about $6.5 billion, with a range of from 
56. to $6.7 billion (as contrasted with contribution income of about 

billion). Most of the increased cost of the committee-approved 
bill would arise from the provision to lower the minimum eligibility 
age for widow’s benefits from 65 to 62. Such change would add 
approximately 200,000 beneficiaries to the roll before the end of 1957 
and would result in increased benefit disbursements of about $120 
million in 1957. The new provision for paying child’s benefits in the 
case of those aged 18 or over who are totally and permanentlydisabled 
would add about 20,000 disabled children to the benefit rolls before 
the end of 1957 with additional disbursements in 1957 amounting to 
approximately $15 million (including additional payments to widowed 
mothers). 
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TABLE 4.—Estimated cost of benefit payments under present law and under bill, 
intermediate-cost estimate, high-employment assumptions 


I 
Amount (in millions) | Іп percent of payroll ! 
Calendar year | | | | 
Present) House- |Committee-| Present] House- |Committee- 
law japproved| approved | law approved | approved 
| | bil | ы! | | bill | bil 
| | | 
Percent | Percent | Percent 
1957 аео ысы же ЫР ФАР | — UR, 0RD $6, 495 3. 61 4.07 | 3. 69 
ОЮ, воан вада | 6, 714 7, 594 6, 904 3.79 4. 36 | 3. 89 
1959 E SDD 7, 084 8, 159 7,315] 3.97 | 4.65 | 4. 09 
БИЗ. ннан онаи 7,454 | 8,7925 | 7,72 4.14] 493 4. 27 
одоос њ нањо анана ..| 12, 057 13, 713 | 12, 497 | 5.92 | 6. 85 6. 11 
ан ванада ЕЕЕ ИИ 16,804 | 7.28 | 8. 31 7.50 
ода ы | 21, 903 | 20,409 | $8.28 | 9. 32 8. 51 
NB. e аа 2121 2,50| 93,561 | 21.9691 819) 918 8. 39 
2020 засаад TT 30, 478 28, 604 9. 60 10. 69 9. 83 
Level-premium 3............ нео оньо енедо 7.45 8.43 7.50 


! Taking into account lower contribution rate for self-employed compared with employer-employee rat 

? Level-premium contribution rate for benefit payments after 1955 and into perpetuity, taking into account 
(a) lower contribution rate for self-employed as compared with employer-employee rate, (6) existing trust 
fund, and (c) administrative expenses. These level-premium rates assume that benefits and payrolls re 
main level after the year 2050. Based on 2.4 percent interest rate for present law and House-approved bil] 
and on 2.6 percent rate for committee-approved bill. 


NoTE.—Figures for House-approved bill are based on 1954 earnings level. Figures for present law and 
committee-approved bill are based on 1955 earnings level. 


Table 5 presents the cost of the benefits under the committee- 
approved bill as à percent of payroll for each of the various types of 
benefits and is comparable with table 1 of the previous section. 


TABLE 5.— Estimated benefit payments as percent of tazable payroll! for committee- 
approved bill, by type of ! 


assumptions 


venefit, intermediate-cost estimate, high-employment 


[In percent] 


| Monthly benefits 


Lump- Disa Total 

Calendar year — 7 j sump death! bility | bene 

Old-age| Wife's 2) Widow's?| Parent's | Mother’s| Child’s|P®¥™ets) freeze | fits 

I | | 

1960 4 2.57 | 0. 34 0. 65 0. 01 0.16 0. 41 0. 09 0. 04 4.27 
1970 3.74 .41 | 1. 15 | .01 | . 18 .44 11 06 6. 11 
1980 | 4.81 | 45 1. 45 .01 | 17 41 13 07 7.50 
1990 5.71! .45 1. 56 | .02 16 . 40 13 OR 8. 51 
2000 5. 75 43 1. 45 02 15 37 14 08 &. 39 
2020 7.02 | . 51 1.5 01 15 37 15 . 10 9. 83 
Level-premium ? 5. 11 . 45 1.31 01 16 . 39 13 7 7. 63 


! Taking into account lower contribution rate for self-employed as compared with employer-employee 


rate 

2 Includes husband's and widower's benefits, respectively. 

3 At 2.6 percent interest. Level-premium contribution rate for benefit payments after 1955 and in per 
petuity, not taking into account (a) existing trust fund, and (b) administrative expenses. "These level 
premium rates assume that benefits and payrolls remain level after the year 2050. 


Table 6 gives the estimated operation of the trust fund under 
present law, according to the intermediate-cost estimate using the 
revised earnings assumptions (based on 1955 levels) and with a 2.4- 
percent interest rate. Contribution income exceeds benefit and 
administrative expense disbursements in virtually all of the next 30 
years. Accordingly, it is estimated that the balance in the fund 
would increase steadily until reaching a maximum of about $140 
billion about 60 years from now, with a decrease thereafter. 
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TABLE 6.—Estimated progress of trust fund under present law, intermediate-cost 
estimate, high-employment assumplions, 2.4 percent interest 


{In millions] 


| I 
Calendar year | Contribu- | Benefit | Administra-| Interest | Balance 
tions | payments | tive expenses on fund in fund 

| 


) | 

1956... . 424 4 | $6, 747 $6, 034 $132 $533 
1957 ے1‎ 7,022 6, 344 134 557 
1958...... * , 089 6, 714 136 58) 
1959. . сім ,138 , 084 138 595 
1960... Vibe de $ bip , 652 | ,454 140 621 
1965. . : ,079 , 841 158 с 
BENZ... ,872 2,057 178 

е 84 , 103 196 

1980. . ешь , 848 , 236 212 

2000. .. — м 20, 870 21,370 264 

BEL. Las 5 23, 186 21, 833 322 3, 235 135, 551 


Table 7 shows the estimated operation of the trust fund under the 
bill according to the intermediate estimate (using a 2.6 percent 
interest rate) and is comparable with table 2 of the previous section. 
According to this estimate, contribution income exceeds benefit 
disbursements in almost every year during the next 3 decades (all 
years except 1959 and 1964 when such difference is small and is more 
than counterbalanced by interest receipts of the fund). As a result, 
the fund is estimated to grow steadily until reaching a maximum of 
about $100 billion about 55 to 60 years from now and then to decrease. 
This decline in the long-distant future indicates that, under the bill, the 
system is not quite self-supporting under a level-earnings assumption 
but is, for all practical purposes, sufficiently close so that it may be 
said to be actuarially sound. This general situation was also true for 
the 1950, 1952, and 1954 acts according to estimates made at the times 
they were being considered. 


TABLE 7.—Estimated progr ss of trust fund under bill, intermediate-cost estimate, 
high-employment assumptions, 2.6 percent interest 


[In millions] 


Е = | : ж | 
Calendar year Contribu- Benefit | Administra- | Interest on Balance in 
tions | payments tive expenses fund fund 


EET eer Ere REE б, 7: $6, 068 $132 $533 $22, 906 
1957 , 05 6, 495 134 | 601 23, 928 
1958 e , 108 6, 904 137 623 24, 618 
1959 Я 7,167 7, 315 | 139 | 636 24, 968 
1960. . SEL E 8 7, 721 142 | 660 26, 448 
1965. .... i 11, 124 10, 197 160 | 794 31, 732 
1970 о : 13, 927 12, 497 180 | 972 38, 968 
1975... 16, 872 | 14, 617 198 | 258 | 50, 654 
NE LLL. diia à 17, 9: 16, 804 214 | , 657 842 
2000... a > 20, 95: 21, 969 | 267 | 2,208 510 
| 





ME Lu est. меніне 22, 28! 23, 372 28. 2, 532 , 232 
0.1.2 днекњіь саьй 23, 278 28, 604 | 326 2,280 „141 
i I 


! Including estimated effect of benefit changes in bill becoming effective in 1956. 


Although the system under the benefit provisions of the bill is not 
quite in actuarial balance under the contribution schedule of present 
law, which is continued, it is very close to such balance. It would 
not seem advisable to have a higher ultimate employer-employee rate, 
such as 8% percent, which according to these estimates would over- 
finance the system. 
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E. SUMMARY OF ACTUARIAL CosT ESTIMATES 


The old-age and survivors insurance system as modified by the 
committee-approved bill has a benefit cost (on the basis of the con- 
tinuation of 1955 earnings levels) that is about as closely in balance 
with contribution income as was the case for the 1950 and 1952 acts 
at the time they were enacted, and somewhat more nearly in balance 
than was the 1954 act. In other words, the system as it would be 
amended by the committee-approved bill is about as nearly in actuarial 
balance, according to the estimates made, as the previous acts when 
they were considered by the Congress. Although in all these instances, 
the system is shown to be not quite self-supporting under the inter- 
mediate estimate, there is very close to an exact balance, especially 
considering that a range of error is necessarily present in long-range 
actuarial cost estimates and that rounded tax rates are used in actual 
practice. 

The committee-approved bill, in liberalizing the benefits of the 
program, would add somewhat to its cost, but most of the increase 
would be offset by the reductions in cost arising from the extension of 
coverage made and the revised interest basis for investments of the 
trust fund. The actuarial balance of the system under the committee- 
approved bill would be virtually the same as that of the present law 
was last year when this bill was initially considered and would be 
substantially improved over the situation when the 1954 amendments 
were enacted. The slight change in the actuarial balance of the system 
as between the committee-approved bill and the present law is so small 
that there is no necessity for a change in the long-range financing of 
the program, through the scheduled tax rates in present law. 


IX. PUBLIC ASSISTANCE 


The amendments in the committee bill to titles I, IV, VII, X, XI, 
and XIV of the Social Security Act would 

(1) Provide separate matching for medical-care expenditures 
on behalf of recipients of assistance; 

(2) Make explicit that services to return recipients of aid to 
the blind and aid to the permanently and totally disabled to 
self-support or self-care are objectives of these programs and 
that services to strengthen family life are a major objective of 
the program of aid to dependent children; 

(3) Make two small additional groups of children eligible for 
aid ; 

(4) Authorize grants for cooperative research; and for training 
of public-assistance personnel; 

(5) Extend the present matching formulas to June 30, 1959. 


MATCHING OF ASSISTANCE EXPENDITURES FOR MEDICAL CARE 


In titles I, IV, X, and XIV of the Social Security Act, Federal par- 
ticipation in assistance is limited by maximums on the amount of 
monthly payments to or on behalf of an individual. These maxi- 
mums are $55 for aged, blind, and disabled recipients and lesser 
amounts for recipients of aid to dependent children. Since medical 
expenses for an individual may be high in one month (sometimes run- 
ning to several hundred dollars) and small or nonexistent in other 
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months, and since many of the individuals with the largest medical 
needs also have maintenance needs of $55 or more, there is frequently 
little or no Federal participation in payments made by States for 
medical care. "This has lim'ted the amounts of medical care that 
many States have been able to make available to recipients, and has 
almost certainly discouraged many of the States with less than aver- 
age per capita income from assuming substantial responsibility for 
the costs of medical care for needy people. 

The bill would provide Federal matching of expenditures for pay- 
ments to suppliers of medical care separate from money payments to 
assistance recipients and would use an average basis for determining 
Federal participation in payment to suppliers ‘of medical care. Large 
expenditures of this kind made by a State on behalf of some recipients 
could be averaged with small expenditures or no expenditures for other 
recipients. The Federal Government would participate in one-half of 
the cost up to an average expenditure of $8 a month per adult receiving 
aid and $4 a month per child. This assurance of Federal participation 
on an averaging basis should stimulate States to secure necessary care 
for recipients, particularly in States with relatively limited resources. 
Under this legislation States would be free to purchase coverage from 
any medical insurance plan. Under the bill all payments to suppliers 
of medical care would be matched under the separate provision. 
States would still be able if they chose to do so to include in money 
payments to recipients amounts to meet medical needs within the 
maximums on money payments specified in titles I, IV, X, and XIV. 


SELF-SUPPORT AND SELF-CARE 


Individuals who receive assistance are materially affected by the 
extent to which appropriate welfare services are provided by assistance 
agencies. Services that assist families and individuals to attain the 
maximum economic and personal independence of which they are 
capable provide a more satisfactory way of living for the recipients 
affected. To the extent that they can remove or ameliorate the 
causes of dependency they will decrease the time that assistance is 
needed and the amounts needed. For these reasons the availability 
of such services to families and individuals is a part of effective 
administration of the public-assistance programs and therefore a 
proper administrative expenditure by States in which the Federal 
Government shares. Similarlv, in the aid to dependent children 
program, services to strengthen family life are an investment in future 
citizens. 

While some such welfare services have been provided effectively in 
many States, these amendments should stimulate States to expand 
their services. The bill would amend the titles for the blind and the 
disabled to make clear that the provision of welfare services to assist 
recipients to self-support and self-care are program objectives, along 
with the provision of income to meet current needs. Similarly, the 
aid to dependent children title would be amended to emphasize that 
services to strengthen family life are included in the programs’ 
objectives. The amendments will also make explicit that the Federal 
Government shares in the States’ cost in providing these services. 
These amendments, coupled with those for training and research, 
should do much to provide a more constructive emphasis in these 
programs. 
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No similar amendment has been included for title I for the needy 
aged. In view of the characteristics of the group of aged recipients 
as & whole, self-support or even self-care objectives are not as appli- 
cable to aged recipients as in the case of the recipients under the other 
State-Federal programs. Nonetheless, services to aged individuals 
have been provided under title I of present law. It is not the intent 
of your committee to alter present practices under which the cost of 
services for aged individuals are shared in by the Federal Government 
as administrative expenses. 


EXTENSION OF AID TO DEPENDENT CHILDREN 


Two amendments have been made to the aid to dependent children 
title neither of which affects large numbers of children but both of 
which make some additional needy children eligible for aid. The 
first would permit Federal participation in assistance to needy children 
who are deprived of parental support or care for the reasons now listed 
in the law and who are living in the homes of first cousins, nieces, or 
nephews, thereby extending the degree of relationship slightly beyond 
the present law. This will permit additional children to have the 
advantages of life in a home maintained by close relatives. The 
second would eliminate the requirement that for a needy child between 
the ages of 16 and 18 to receive aid, he be in regular attendance at 
school, This would permit Federal sharing in assistance to such 
children unable to attend school because of illness or handicap, or 
because school facilities are not available. 


GRANTS FOR COOPERATIVE RESEARCH OR DEMONSTRATION PROJECTS 


Over 5 million persons receive payments of public assistance amount- 
ing to about $2.5 billion annually. Prevention and elimination of 
the needs of these persons pays large dividends both in human and 
in monetary values. Research and demonstration projects in such 
matters as causes of dependency and methods of eliminating them 
are one important aspect of a more constructive emphasis in social 
security programs. Research and demonstration projects in the 
coordination of planning between private and public-welfare agencies 
or the more effective administration of social security and related 
programs can help to prevent and reduce dependency. 

The bill would authorize $5 million for the fiscal year 1957 and such 
amounts thereafter as the Congress may find necessary for grants to 
States, public, and nonprofit institutions for paying part of the cost 
of such research and demonstration projects. These grants should 
stimulate research in universities and research facilities, thereby 
contributing substantially to knowledge of the nature and causes of 
these problems, and of most effective ways of dealing with them. 


GRANTS FOR TRAINING OF WELFARE PERSONNEL 


A small percentage of the staff of agencies administering public- 
assistance programs have had any formal training relating to the 
duties of the positions that they hold. Yet a worker, on the average, 
is responsible for authorizing the expenditure of about $100,000 per 
year of public funds. An increasing number of trained workers is 
needed for the administration of public assistance, particularly if 
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greater emphasis is to be placed on helping applicants and recipients 
to self-support, self-care and for strengthening family life. 

The bill would provide $5 million for the fiscal year 1958 and such 
amounts thereafter as the Congress may determine to be needed for 
grants to States for the training of personnel through fellowships or 
traineeships, grants to public or other nonprofit institutions of higher 
learning and short-term courses of study or similar off-the-job training. 
An allotment would be made to each State on the basis of (1) popu- 
lation, (2) relative need for trained public welfare personnel, and 
(3) financial need. 

The Federal Government would pay 100 percent of the cost of such 
training within the limits of the appropriation until June 30, 1967. 
After that date the Federal share would be 80 percent and the State’s 
share 20 percent. 

This provision would help States materially in securing larger 
numbers of well-trained personnel as is being done in other programs 
for which Federal funds have been made available for the training of 
professional staff, such as in mental health, vocational rehabilitation, 
and child welfare programs. 


EXTENSION OF THE PUBLIC ASSISTANCE MATCHING FORMULAS 


The formulas for Federal matching of public-assistance payments 
are scheduled to revert to the pre-1952 levels on September 30, 1956. 
Until old-age and survivors insurance benefits are more generally 
received under the extensions of coverage made by the 1954 amend- 
ments, the number of aged persons needing assistance payments will 
remain high, particularly in rura) States. Decreases in payments to 
recipients “of old- -age assistance, aid to the blind, aid to dependent 
children, and aid to the permanently and totally disabled would be 
lixely in a substantial number of States if the Federal share of assist- 
ance payments is reduced. "To avoid this the bill would extend the 
present formulas to June 30, 1959. "This will permit time in which 
to study and determine what should be the appropriate share of 
public-assistance costs that should be borne by the Federal Govern- 
ment on a long-range basis. By that time the extensions of coverage 
under old-age and survivors insurance, particularly those affecting 
employment in agriculture, should be having more effect. Termina- 
tion at the end of a fiscal year should facilitate both State and Federal 
fiscal planning. 

SECTION-BY-SECTION ANALYSIS 


The first section of the bill contains a short title, ‘Social Security 
Amendments of 1956." The remainder of the bill is divided into four 
titles: Title I, which amends title II (old age and survivors insurance) 
of the Social Security Act to reduce the eligibility age for certain 
widows to 62, to provıde disabled child’s insurance benefits for children 
over 18 who were disabled before they reached that age, to extend 
coverage and to make certain other miscellaneous amendments, in- 
cluding an amendment to preserve the relationship between old-age 
and survivors insurance and the railroad retirement programs; title 11, 
which amends the provisions of the Internal Revenue Code of 1954 
relating to old-age and survivors insurance coverage; title IIT, which 
amends the public assistance provisions of the Social Security Act to 
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provide separate matching for medical care expenditures, to encourage 
services to aid in self-support or self-care for the blind and disabled 
and in strengthening family life for children; and title IV, containing 
certain miscellaneous provisions. 


TITLE I—AMENDMENTS TO TITLE II OF THE SOCIAL SECURITY 
ACT 


CHILD'S INSURANCE BENEFITS FOR CHILDREN WHO ARE DISABLED 
BEFORE ATTAINING AGE EIGHTEEN 


Child's benefits for disabled children age 18 or over 


Section 101 (a) of the bill amends section 202 (d) (1) of the Social 
Security Act (relating to child's insurance benefits) to provide that 
child's insurance benefits would be paid to an unmarried child who 
is age 18 or over if at the time of filing application he is under a 
disability (as defined in section 223) w hich began before he attained 
age 18, and if he was dependent upon the indiv idual on whose earnings 
record his claim is based at the time his application for benefits is 
filed or at the time of such individual’s death. The child’s benefits 
would continue until the child dies, marries, is adopted (unless by 
certain relatives after the worker’s death) or is no longer under a 
disability. 

In the bill as passed by the House, benefits to disabled children 
who had attained age 18 would be payable only to children already 
entitled to or eligible for child’s insurance benefits prior to attainment 
of age 18. Furthermore, the House bill would bave provided such 
benefits only to children who attained age 18 after 1953. 


Dependency of di Ss child 

Section 101 (b) (1) of the bill amends section 202 (d) of the Social 
Security Act by ee ting application of the dependency provisions 
described in paragraphs (3), (4), and (5) of that section to a child 
who has not attained age 18. 

Section 101 (b) (2) amends section 202 (d) of the Social Security 
Act by adding a provisions that a child who has attainted age 18 and 
who is under a disability which began before he attained age 18 
would be deemed dependent upon his natural or adopting father or 
mother, or his stepfather or stepmother, if the child was, or would 
have been, upon filing an application, entitled to a child’s insurance 
benefit on the earnings record of such parent for the month before he 
attained age 18, or if he was receiving at least half his support from 
the worker when the child applied for benefits or when the worker 
died. 


Effect on parent’s benefits 

Section 101 (c) of the bill amends section 202 (h) (1) of the Social 
Security Act to provide that the existence of an unmarried child aged 
18 or over who is under a disability which began before he reached 
age 18 and who is deemed dependent on the insured individual under 
the new subsection (d) (6) would preclude the payment of parent’s 
benefits on the basis of the same worker's earnings record. (As pro- 
vided in section 101 (i) (3) of the bill, this amendment would apply 
only to cases where the insured individual dies after August, 1956.) 
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Maximum family benefits 


Section 101 (d) of the bill (the same as sec. 101 (b) of the House 
bill) amends section 203 (a) of the act, which sets forth the maximum 
limitations on benefits payable on the basis of the earnings record of an 
individual, to provide that such limitations shall be applied after any 
deductions that may be made for refusal to accept rehabilitation serv- 
ices under section 222 (b) of the act (added by sec. 103 (b) of the House 
bill and sec. 101 (h) (2) of the committee bill) and after any reductions 
made on account of disability payments under other programs specified 
in section 224 of the act (added by sec. 101 (h) (1) of the committee 
bill), as well as after deduetions made under existing law. 

Deductions from benefits 

Section 101 (e) of,the bill (the same, except for a drafting change, 
as sec. 101 (c) of the House bill) amends section 203 (b) of the Social 
Security Act, which relates to deductions from benefits because of 
the occurrence of certain events. Under the amendment, if deduc- 
tions are made from a child’s insurance benefit payable to a disabled 
child over 18 years of age for any month under the provisions of sec- 
tion 222 (b) of the Social Security Act (added by sec. 101 (h) (2) of 
the bill) because of refusal to accept rehabilitation services, deductions 
would also be made from the insurance benefit payable to his mother 
for that month, if such child is the only child beneficiary in her care. 

Since the child’s insurance benefits are payable for any month begin- 
ning with the month m which a child attains age 18 only if the child 
is unable by reason of disability to engage in any substantial gainful 
activity, the earnings test provisions in section 203 (b) of the Social 
Security Act are (under the amendment made by subsec. (e)) specifi- 
cally made inapplicable to such benefits. 

Occurrence of more than one deduction event 

Section 203 (d) of the Social Security Act provides that if more 
than one event occurs in any month that would occasion deductions 
equal to a benefit for that month, only an amount equal to such 
benefit shall be deducted. Section 101 (f) of the bill (101 (d) of the 
House bill) amends this section to make it applicable also to deduc- 
tions on account of refusal to accept rehabilitation services. 

txtent of deductions from family benefits 

Section 203 (h) of the Social Security Act provides that deductions 
will be made from an individual’s benefits only to the extent that those 
deductions would reduce the total amount of benefits which would 
otherwise be paid on the basis of the same earnings record to him and 
other beneficiaries in the same household. Section 101 (g) of the bill 
(101 (e) of the House bill) amends this section to make it applicable 
also to deductions under section 222 (b) for refusal to accept rehabili- 
tation services and to reductions under section 224 for payments under 
other programs (specified therein) on account of physical or mental 
impairment. 


Definition of disability for purposes of child’s insurance benefits 

Section 101 (h) (1) of the bill adds to the Social Security Act new 
sections 223, 224, and 225. Section 223 defines disability for the pur- 
pose of a disabled child’s insurance benefit as inability to engage in any 
substantial gainful activity by reason of any medically determinable 
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physical or mental impairment which can be expected to result in 
death or to be of long-continued and indefinite duration. This defini- 
tion is the same as the definition of disability for freeze purposes ex- 
cept that for the disabled child, blindness (as defined in sec. 216 (i) 
(1) (B)) does not by itself constitute disability. It would be treated 
the same as any other physical or mental impairment. An individual 
would not be considered to be under a disability unless he furnishes 
such proof as may be required. 

'This section is the same as section 223 (c) (2) contained in section 
103 (a) of the House bill. 


Reduction of benefits based on disability 

The new section 224 of the Social Security Act (added by sec. 101 
(h) (1) of the bill) contains provisions relating to reduction of child's 
insurance benefits for a disabled child age 18 or over, and also of 
wife's or mother's insurance benefits, where another Federal disability 
benefit or a State workmen’s compensation benefit is payable to the 
child. It is substantially the same as the section which the House 
bill would add, except, of course, for differences due to the omission 
of disability insurance benefits. Subsection (a) of the new section 
224 provides for reduction of a disabled child’s insurance benefit for 
any month if it is determined by any other agency of the United States 
that another periodic benefit based wholly or in part on the child’s 
disability is payable for such month under any other law of the United 
States or under a system established by such agency, or it is deter- 
mined that a periodic benefit based wholly or in part on the child’s 
disability is payable under a workmen’s compensation law or plan of 
a State. If such a periodic benefit is payable for any month in which 
an individual is entitled to a disabled child’s benefit, then for such 
month the child’s insurance benefit will be reduced by an amount 
equal to such periodic benefit payable for such month (but not below 
zero). 

If the periodic benefit or benefits exceed the child’s insurance bene- 
fit, the amount of monthly benefits payable to an individual under 
section 202 (b) (wife’s insurance benefits) or 202 (g) (mother’s insur- 
ance benefits) would be reduced by the amount of the excess (but 
also not below zero), but only if such individual would not be entitled 
to such monthly benefits if she did not have the disabled child in her 
care (in the case of a wife, individually or jointly with her jusband 
Thus, if the only child in the care of the wife or mother is entitled to 
child's insurance benefits on the basis of disability, the excess of th« 
other periodic benefit over the child's insurance benefit will reduce 
such wife's or mother's insurance benefit. If the wife or mother has 
another child in her care who is entitled to child's insurance bene ты 
and to whom the provisions for reductions are not applicable, suc! 
excess would not reduce such wife's or mother's insurance benefits. 

Subsection (b) of section 224 provides that if the periodic benefit 
payable under another program is payable on other than a monthly 
basis (not including a benefit payable in a lump sum unless it is a 
commutation of, or a substitute for, periodic payments), the reduction 
shall be made at such times and in such amounts as the Secretary of 
Health, Education, and Welfare finds will approximate, as nearly as 
practicable, the reduction provided for in subsection (a). 

Subsection (c) of section 224 provides that the Secretary may, as a 
condition to certification for payment of any monthly benefits under 





SOCIAL SECURITY AMENDMENTS OF 1956 35 


title II of the Social Security Act, require adequate assurance of 
reimbursement to the Federal old-age and survivors insurance trust 
fund if it appears likely that the beneficiary may be eligible for a 
periodic benefit that would give rise to à reduction under subsection 
(a). 

Subsection (d) of section 224 requires any agency of the United 
States to certify to the Secretary, at his request, the information 
necessary to carry out his functions under section 224 (a). 

Subsection (e) of section 224 defines “agency of the United States” 
for purposes of this section to mean any department or other agency 
of the United States or any instrumentality which is wholly owned 
by the United States. 


Suspension of benefits based on disability 

'The new section 225 of the Social Security Act added by section 101 
(h) (1) of the bill (the same as sec. 103 (a) of the House bill, except 
for differences due to omission of disability insurance benefits) author- 
izes the Secretary to suspend payment of benefits to which a disabled 
individual (age 18 or over) is entitled under section 202 (d) (child’s 
insurance benefits) when he believes that such individual’s disability 
may have ceased to exist. The suspensions so made would be in the 
nature of temporary withholdings of monthly benefits pending a 
determination of whether the disability has ceased or until the Secre- 
tary believes the disability has not ceased. In the case of any 
individual whose disability is subject to determination under an 
agreement with a State under section 221 (b), the Secretary must 
promptly notify the State of the Suspension and request a prompt 
determination of whether such individual’s disability has ceased. 


Rehabilitation services 

Subsection (h) (2) of section 101 of the bill (the same as section 103 
(b) of the House bill except for differences due to omission of disability 
insurance benefits) amends section 222 of the Social Security Act 
(containing a statement of policy regarding referral of disabled indi- 
viduals for vocational rehabilitation services to the State agency or 
agencies administering or supervising the administration of the 
State plan approved under the Vocational Rehabilitation Act) to 
make it apply to disabled individuals entitled to child’s insurance 
benefits as well as to disabled individuals who file application for 
determination of disability (for purposes of the ‘‘disability freeze"). 

Subsection (h) (2) of section 101 of the bill also adds a new subsection 
(b) to section 222 of the Social Security Act to provide that deductions 
are to be made from a child’s insurance benefit (in the case of a disabled 
child beneficiary age 18 or over) for any month in which the individual 
refuses, without good cause, to accept rehabilitation services available 
to him under a State plan approved under the Vocational Rehabilita- 
tion Act. 

Any individual who is a member or adherent of any recognized 
church or religious sect which teaches its members or adherents to 
rely solely upon prayer or spiritual means for the treatment of any 
physical or mental impairment, and who solely because of his adher- 
ence to such teachings refuses such available vocational rehabilitation 
services, would be deemed to have good cause for refusing such 
services. 
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Subsection (h) (2) of the bill also adds a new subsection (c) to sec- 
tion 222 of the Social Security Act. The new section provides that 
during a period of 12 months beginning with the first month in which 
the individual works pursuant to a program of rehabilitation under 
a State plan approved under the Vocational Rehabilitation Act the 
individual shall not, for the purpose of determining the existence or 
continuation of his disability under sections 216 (i) and 223, be re- 
garded as being able to engage in substantial gainful activity solely 
by reason of such work. 

Technical amendments relating to benefits based on disability 

Section 103 (h) (3) of the bill would make a number of technical 
changes in the bill which would also have been made by the House bill. 

Section 101 (h) (3) (A) of the bill amends section 215 (g) of е 
Social Security Act to provide that benefits which would not be : 
multiple of $0.10 after reductions under section 224 of the act, as 
well as under section 203 (as at present), shall, in all cases, be raised 
to the next higher multiple of $0.10. 

Subsection (h) (3) (B) of section 101 of the bill also revises section 
216 (i) (1) of the Social Security Act to provide that the definition of 
disability for purposes of preserving insurance rights during periods of 
disability is not applicable for purposes of child’s insurance benefits 
for a disabled child age 18 or over. 

Section 101 (h) (3) (C) of the bill revises section 221 (a) of the 
Social Security Act (providing for determinations of disability by 
State agencies for purposes of the “disability freeze’’) to make it 
applicable to determinations of disability for child’s benefits for 
disabled children age 18 or over. 

Section 101 (h) (3) (D) of the bill amends section 221 (c) of the 
Social Security Act (providing for review of State agency determina- 
tions of disability under section 216 (i) (1) by the Secretary, for 
purposes of the ‘disability freeze’) to make the section apply also to 


determinations of disability as defined in section 223. 


Effective date 

Section 101 (i) (1) of the bill provides that the amendments made 
by section 101 of the bill (except with respect to parent’s benefits), 
will be effective with respect to monthly benefits payable for months 
after August 1956, but only, except as provided in paragraph (2), 
on the basis of applications for benefits filed after August 1956. An 
application filed by reason of paragraph (1) of the bill by an individual 
who was entitled to wife's, mother's, or child's benefits prior to, but 
not for, August 1956, and whose entitlement ended as a result of a 
child's attainment of age 18, would be treated as the application 
required under section 202 of the Social Security Act for entitlement 
to wife's, child's, or mother's benefits. 

Section 101 (i) (2) makes an exception to the requirement of filing 
an application included in the provisions of section 101 (i) (1) to pro- 
vide that where a child was entitled (without application а the pro- 
visions giving retroactive effect to applications filed after an individual 
first becomes eligible) to a child's insurance benefit for August 1956 
no new application is required from the child, or from the mother who 
has him in her care and was also entitled to wife's or mother's benefits 
for that month, in order for them to receive benefits for months after 


August 1956. 
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Section 101 (i) (3) of the bill provides that the existence of a dis- 
abled dependent child age 18 or over shall preclude the payment of 
parent’s benefits only if the worker (on whose earnings record the 
claim is based) dies after August 1956. 


WIDOW’S INSURANCE BENEFITS AT AGE 62 


Section 102 (a) of the bill amends section 202 (e) (1) of the act 
(relating to widow’s insurance benefits) to strike out “retirement age" 
wherever it occurs and to insert in lieu thereof “age 62”’ 

Subsection (b) of the section provides an effective date for the 
amendment made by subsection (a). In general, the amendment 
would be effective with respect to benefits for months after August 
1956 on the basis of applications filed after that month. The amend- 
ment would apply automatically, however, in cases (1) where a widow 
who had attained age 62 before September 1956 was entitled to a wife’s 
or a mother’s insurance benefit for August 1956 and (2) where a widow 
who attains age 62 after August 1956 was entitled to a wife’s or 
mother’s insurance benefit for the month prior to the month in which 
she attained age 62 

EXTENSION OF COVERAGE 


Foreign agricultural workers 

Section 103 (a) of the bill amends section 210 (a) (1) (B) of the Social 
Security Act, which now excludes from coverage service performed by 
foreign agricultural workers (1) under contracts entered into in accord- 
ance with title V of the Agricultural Act of 1949, as amended, or (2) 
lawfully admitted to the United States from the Bahamas, Jamaie: 
and the other British West Indies on a temporary basis to perform 
agricultural labor. The amendment would make the exclusion appli- 
cable to service performed by foreign agricultural workers lawfully 
admitted from any foreign country or possession thereof on a tem- 
porary basis to perform agricultural labor. The amendment would be 
applicable in the case of service performed after 1956. 


Share-farming arrangements 

Section 103 (b) (1) of the bill, which is the same as section 104 (c) 
(1) of the House bill, amends section 210 (a) of the Social Security 
Act by inserting à new paragraph (16). The paragraph provides that 
service performed by an individual under an arrangement with the 
owner or tenant of land pursuant to which such individual undertakes 
to produce agricultural or horticultural commodities on such land 
shall be excepted from employment, provided that, pursuant to the 
arrangement, the agricultural or horticultural commodities produced 
by such individual, or the proceeds therefrom, are to be divided 
between him and the owner or tenant and the amount of such indi- 
vidual’s share depends solely on the amount of the agricultural or 
horticultural commodities produced. This amendment would be 
effective with respect to service performed after 1954. 

Section 103 (b) (2) of the bill, which is the same as section 104 (c) 
(2) of the House-approved bill, amends section 211 (a) (1) of the 
Social Security Act. Under this section of present law, rentals from 
real estate and from personal property leased with the real estate 
(including such rentals paid in crop shares) are excluded from ‘‘net 





IES 


rs 


$ 
5 
2 
5 


- 
s 


38 SOCIAL SECURITY AMENDMENTS OF 1956 


earnings from self-employment”. Under the amendment, the present 
exclusion would not apply to income derived by an owner or tenant 
of land under an arrangement with another individual for the pro- 
duction by such other individual of agricultural or horticultural com- 
modities on such land if such arrangement provides for material par- 
ticipation by the owner or tenant in the production of such agricultural 
or horticultural commodities and if there is participation by the 
owner or tenant in the production of any such commodity to a degree 
which is material with respect to that commodity. 

Under this amendment it is contemplated that the owner or tenant 
of land which is used in connection with the production of agricultural 
or horticultural commodities must participate to a material degree 
in the management decisions or physical work relating to such pro- 
duction in order for the income derived therefrom to be classified as 
"net earnings from self-employment.” The committee is of the 
opinion that in any case in which the owner or tenant establishes the 
fact that he periodically advises or consults with such other individual 
as to the production of the commodities and also establishes the fact 
that he periodically inspects the production activities on the land he 
will have presented strong evidence of the existence of the degree of 
participation contemplated by the amendment. If the owner or 
tenant also establishes the fact that he furnishes a substantial portion 
of the machinery, implements, and livestock used in the production 
of the commodities or that he furnishes, or advances, or assumes 
financial responsibility for, a substantial part of the expense (other 
than labor expense) involved in the production of the commodities, 
the committee feels that he will have established the existence of the 
degree of participation contemplated by the amendment. 

This amendment would apply in the case of taxable years ending 
after 1955. 

Section 103 (b) (3) of the bill, which is the same as section 104 (c) (3) 
of the House bill, amends section 211 (c) (2) of the Social Security 
Act so as to include within the term “trade or business” service 
described in the new paragraph (16), which is added to section 210 (a) 
of the act by section 103 (b) (1) of the bill. 

This amendment gives statutory recognition to the conclusion being 
applied in administering present law that an individual who performs 
service under an arrangement of the type described in paragraph (16) 
of section 210 (a) of the act is not generally an employee with respect 
to the performance of such service, but is a self-employed person. It 
would be effective for taxable years ending after 1954. 


Profess ional se [7-е mployed 

Under section 211 (c) (5) of the Social Security Act, the performance 
of service by an individual (or à partnership) in the exercise of desig- 
nated professions is excluded from the definition of the term *'trade 
or business" for purposes of determining “net earnings from self- 
employment" and “self-employment income.” The professional serv- 
ice thus excluded under present law is service performed by any 
person as a physician, lawyer, dentist, osteopath, veterinarian, chiro- 
practor, naturopath, optometrist, or ‘Christian Science practitioner. 
Section 103 (c) of the bill would eliminate all of the exclusions, except 
service performed by a doctor of medicine, a doctor of osteopathy, or 
a Christian Science practitioner. The effect of the amendment is 
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that any income derived by an individual from the practice of the 
profession of lawyer, dentist, veterinarian, chiroprac tor, naturopath, 
or optometrist would be counted as “net earnings from self- employ- 
ment” for old-age and survivors insurance purposes. This is the same 
as was done by section 104 (c) of the House bill, except for the con- 
tinuation of the exclusion, by the committee bill, of osteopaths. The 
substitution of ‘doctor of medicine” and “doctor of osteopathy,’ 
for “physician” and “osteopath,” respectively, is not intended to have 
any legal effect. 

The new coverage effected by this amendment would apply in the 
case of taxable years ending after 1955. 

Certain State and local employees 

Section 103 (d) of the bill amends section 218 (d) (6) of the Social 
Security Act, which provides for treating a retirement system as two 
or more systems (each of which can hold a separate referendum and 
be covered as a separate group) in certain circumstances, to provide 
that the States of Georgia, Indiana, New York, North Dakota, Penn- 
sylvania, Tennessee, Washington, Wisconsin, and the Territory of 
Hawaii, may, at their option, divide their retirement systems into 2 
divisions or parts, 1 division consisting of the positions of members of 
the system who desire old-age and survivors insurance coverage and 
the other consisting of the positions of members who do not desire 
such coverage, and may treat each of the divisions as a separate re- 
tirement system. The positions of all persons who become members 
of the retirement system after old-age and survivors insurance cover- 
age is extended to the division consisting of positions of employees 
who desire coverage must be included in that division. The positions 
of employees who are not personally eligible for membership in the 
system, even though the positions are under that svstem, must be in- 
cluded in the division consisting of positions of employees who do not 
desire old-age and survivors insurance coverage. These employees 
can be covered under present law without a referendum. 

Section 103 (d) of the bill further amends section 218 (d) (6) of the 
Social Security Act to allow certain State employees who are in 
positions covered by a retirement system and who are compensated 
in whole or in part from Federal funds under title III of the Social 
Security Act (grants to States for unemployment compensation 
administration) to be treated as having a separate retirement system 
for purposes of old-age and survivors insurance coverage. The other 
employees of the State department in which the employees paid from 
title III funds are employed could also be deemed to be in a separate 
retirement system, or all of the employees of that department could be 
considered as having a separate system. This amendment applies to 
the States of Georgia, North Dakota, Pennsylvania, Washington, and 
the Territory of Hawaii. 

Neither of these amendments was included in the House bill. 


Certain nonprofessional school district employees 


Section 103 (e) of the bill — s that employees of school districts 
in the States of Nevada, New Mexico, Oklahoma, Pennsylvania, 
Texas, Washington, and the Territory of Hawaii who are not required 
to hold teachers' or administrators' certificates may be brought under 
old-age and survivors insurance coverage prior to July 1, 1957, without 
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regard to the provisions of section 218 (d) of the Social Security Act, 
which prescribes the conditions for covering employees in positions 
covered by State and local retirement systems (e. g., a favorable refer- 
endum among the members of the system). "The new provision would 
not apply to ‘employees already covered under old-age and survivors 
insurance. This amendment was not included in the House bill. 


Policemen and firemen in the States of North Carolina, South Carolina, 
and South Dakota 


Section 103 (f) of the bill adds to section 218 of the Social Security 
Act a new subsection (p). The new subsection provides that the 
agreements with the States of North Carolina, South Carolina, and 
South Dakota may, notwithstanding the provisions of section 218 
which preclude policemen and firemen who are under a State or local 
retirement system from being included under an agreement, be modi- 
fied to include policemen and firemen in positions under a retirement 
system in effect on or after the date of enactment of the subsection, 
upon compliance with the requirements of subsection (d) (3) of sec- 
tion 218. This subsection prescribes the conditions, including a 
favorable referendum among the active members of the retirement 
system, for covering employees in positions under a State or local 
retirement system. Where a retirement system covers positions of 
policemen or firemen, or both and other positions, the State may, if it 
desires, treat the policemen or the firemen, or both, as the case may 
be, as having a separate retirement system. 

This amendment was not included in the House bill. 


Ministers 

Section 103 (g) of the bill amends paragraph (7) of section 211 (a) 
of the Social Security Act to provide that a United States citizen per- 
forming ministerial services who elects to be covered as a self-employed 
person may include wages and salary from ministerial work, in com- 
puting his net income from self-employme nt for soc 'ial-security pur- 
poses, if he is a minister in a foreign country and he has a congregation 
which is composed predominantly of citizens of the United States. 
Under present law wages and salary for ministerial work may be 
counted for social-security purposes only by a U nited States citizen 
employed by an American employer. This provision of the bill has 
the effect of making old-age and survivors insurance coverage avail- 
able to additional ministers serving in foreign countries. 

This amendment, which was not included in the House bill, would 
be effective in the case of the same taxable years to which the same 
amendment to the Internal Revenue Code of 1954 is applicable (made 
by sec. 201 (e) of the bill). 


Effective dates 

Section 103 (h) provides effective dates for the amendments made 
by section 103 of the bill. These have been described above in con- 
nection with discussion of the amendments. 


Amendments with respect to agricultural labor 

Section 104 (a) of the bill (for which there is no corresponding 
provision in the House bill) amends section 209 (h) of the Social 
Security Act by replacing paragraph (2) with a new paragraph. 
The existing provision excludes from the definition of wages, for pur- 
poses of old-age and survivors insurance, cash remuneration of less 
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than $100 paid by an employer in any calendar year to an employee 
for agricultural labor. The new paragraph (2) excludes from the 
definition of wages, for purposes of old-age and survivors insurance, 
cash remuneration paid by an employer in any calendar year to an 
employee for agricultural labor unless (1) such remuneration is $200 
or more, or (2) the employee performs agricultural labor during the 
year for the employer on 30 or more days for cash remuneration 
computed on a time basis. (Remuneration paid in any medium 
other than cash for agricultural labor is excluded under par. (1) of 
the same subsection of the present law and par. (1) would remain 
unchanged under both the House bill and the committee bill.) 

Under the committee amendment, cash remuneration of $200 or 
more paid by an employer in a calendar year to an employee for agri- 
cultural labor would constitute wages, regardless of the rate, basis, 
or unit of payment. If cash remuneration is less than $200 in the 
year, it would constitute wages for old-age and survivors insurance 
purposes only if the worker to whom it is paid performs agricultural 
labor for the employer on 30 or more days during the year for cash 
remuneration computed on a rate of pay for a unit of time, for example, 
an hour, a day, or a week. Pay for work at piece rates would be 
excluded from wages unless the worker’s total cash renumeration 
(including both piece-rate pay and pay based on a unit of time) is 
$200 or more. 

Section 104 (b) of the bill amends section 210 of the Social Security 
Act by adding a new subsection (m). The amendment, for which 
there is no corresponding provision in the House bill, provides that 
individuals furnished by a “crew leader,” as defined by the bill, to 
perform agricultural labor would be deemed to be employees of the 
“crew leader” for purposes of old-age and survivors insurance; **erew 
leader" is defined as an individual who furnishes workers to perform 
agricultural labor for another person (usually a farm operator) if such 
individual pays (either on his own behalf or on behalf of such person) 
the workers so furnished by him for their agricultural labor and if 
such individual has not entered into à written agreement with such 
person (the farm operator) whereby he (the crew leader) is designated 
as an employee of the farm operator. 

The new subsection (m) also provides that the crew leader would, 
with respect to the services performed by him in furnishing individuals 
to perform agricultural labor for another person and with respect also 
to service performed by him as a member of the crew, be deemed not 
to be an employee of such other person. 

Section 104 (c) of the bill would make a technical amendment in 
section 213 (a) (2) (B) (iv) of the Social Security Act which prescribes 
a special method of computing quarters of coverage based on wages 
from agricultural labor. The amendment would continue the present 
rule of crediting 1 quarter of coveragee<generally the last quarter 
of the year) for such wages if they equal or exceed $100 but are less 
than $200. (The first figure is not mentioned in the existing provision 
because an individual can have no such wages under the existing sec. 
209 (h) (2) unless he receives at least $100 from 1 employer during 
the year.) 

Section 104 (d) of the bill provides that the amendment made by 
subsection (a) shall be effective only with respect to remuneration 
paid after 1956; and that the amendment made by subsection (b) 
shall be effective only with respect to service performed after 1956. 
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Computation of self-employment income by farm operators 

Section 105 (a) of the bill, for which there is no corresponding pro- 
vision in the House bill, amends section 211 (a) of the Social Secu- 
rity Act by striking out the last two sentences and inserting à new 
provision for computation of farm self-employment income. Under 
existing law a self-employed farmer who computes his income on the 
cash receipts and disbursements method may deem 50 percent of his 

"gross income" from farming to be his net earnings from self-employ- 
ment attributable to farming, provided such gross income is not more 
than $1,800. If the gross income from farming is more than $1,800 
and the net earnings from self-employment as computed under the 
provisions of section 210 (a) are less than $900, such net earnings, 
at his option, may be deemed to be $900. For this purpose, “gross 
income" is the excess of gross receipts from farming over the cost or 
other basis of property which was purchased and sold in carrying on 
such trade or business, adjusted in accordance with the provisions of 
paragraphs (1) through (7) (to the extent applicable) of section 
211 (a) of the act. 

The bill changes the optional method of computing net earnings from 
farm self-employment, and extends the option to self-employed farmers 
who report income on the accrual method and to members of farm 
partnerships. Under the bill a farmer whose gross income from farm- 
ing operations is not more than $1,200, may, at his option, deem such 
gross income to be his net earnings from self-employment; and if his 
gross income from farming is more than $1,200 and his net earnings 
from self- employment from farming operations (computed under the 
provisions of section 211 (a) without regard to the optional method of 
computing net earnings from self-employment) are less than $1,200, 
he may, at his option, deem his net earnings from self-employment 
to be $1,200. 

In the case of a member of a farm partnership whose distributive 
share of the gross income of the partnership (after the gross income 
of the partnership has been reduced by the sum of all payments made 
by the partnership to members thereof which constitute guaranteed 
payments within the meaning of section 707 (c) of the Internal Reve- 
nue Code of 1954) is not more than $1,200, the partner may, at his 
option, deem such distributive share of the gross income of the partner- 
ship to be his distributive share of income described in section 702 
(a) (9) of the Internal Revenue Code of 1954 derived from the partner- 
ship, and may use such figure in computing his net earnings from self- 
employment. If the partner’s distributive share of the gross income 
of a farm partnership, computed as provided in the prec eding sentence, 
is more than $1,200 and his distributive share (whether or not dis- 
tributed) of income described in section 702 (a) (9) of such code de- 
rived from such farm partnership (computed under sec. 211 (a) of the 
act without regard to the optional metnod provided in that section 
for computing net earnings from self-employment) is less than $1,200, 
the distributive share of income described in section 702 (a) (9) of 
such code derived from such farm partnership may, at his option, be 
deemed to be $1,200 for purposes of computing his net earnings from 
self-employment. 

Section 105 (a) of the bill further amends sec tion 211 (a) of the act 
to provide, for purposes of computing net earnings from self-employ- 
ment under the optional method, that in any case in which the income 








SOCIAL SECURITY AMENDMENTS OF 1956 43 


is computed under an accrual method, the term *'gross income" means 
gross income from the trade or business carried on by the individual 
or by the partnership, adjusted in accordance with the provisions of 
paragraphs (1) through (7) of section 211 (a) of the act. The amend- 
ment further provides that for purposes of determining whether an 
individual (including a member of a partnership) has gross income 
from farming operations of not more than $1,200 or has gross income 
from such operations of $1,200 or more, such individual shall aggregate 
his gross income derived from all farming activities carried on by him 
as a sole proprietor any payment which he receives from a farm 
partnership of which he is a member and which is a guaranteed pay- 
ment within the meaning of section 707 (e) of the Internal Revenue 
Code of 1954, and his distributive share of the gross income of each 
farm partnership of which he is a member, (computed in accordance 
with the provisions of sec. 211 (a) of the act as amended by sec. 105 (a) 
of the bill). 

Under section 105 (b) of the bill, the amendment made by section 
105 (a) applies with respect to taxable years ending after 1956. 

The House bill contained no comparable amendment of existing 
law. 

Time for filing reports of earnings and for correcting secretary’s records 

Section 166 of the bill (the same as sec. 105 of the House bill) makes 
two technical amendments in the Social Security Act to conform 
certain provisions to the Internal Revenue Code of 1954, which 
changes the deadline date for filing income-tax returns from March 
15 to April 15. 

Subsection (a) of this section of the bill amends section 203 (g) (1) 
of the Social Security Act, which provides that beneficiaries who earn 
more than the amount of earnings permitted by the “retirement test” 
must report their earnings to the Secretary of Health, Education, and 
Welfare. The amendment would permit such reports to be filed up 
to the 15th day of the 4th month following the close of the individual’s 
taxable vear, rather than the 15th day of the 3d month following the 
close of such year as under present law. This amendment would 
apply in the case of monthly benefits for months in taxable years (of 
the individual entitled to benefits) beginning after 1954. 

Subsection (b) of this section of the bill amends section 205 (с) (1) 
(B) of the act, which relates to the definition of the term “time limita- 
боп” for purposes of making changes in wage records, to provide that 
the term shall mean a period of 3 years, 3 months, and 15 days, 
rather than 3 years, 2 months, and 15 days as under existing law. 
Alternative insured status 

Section 107 of the bill amends section 214 (a) (3) of the Social 
Security Act, which provides an alternative method for acquiring 
fully insured status by persons who cannot meet the normal require- 
ment of 1 quarter of coverage for every 2 quarters elapsing after 
1950 and up to the quarter of death or aitainment of retirement age. 
The alternative requirement now in the law provides that an indi- 
vidual would be fully insured if all of the quarters elapsing after 1954 
and prior to the quarter of death or attainment of retirement age are 

uarters of coverage, provided that there are at least six such quarters. 
Under the provisions of the bill, an individual who had at least 6 such 


quarters of coverage after 1954 would be fully insured under this 
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alternative provision if all but 4 of the quarters elapsing after 1954 
and prior to (1) July 1, 1957, or (2) if later, the quarter in which he 
attained retirement age or died, whichever first occurred, are quarters 
of coverage. This change would permit individuals first covered in 
1956 to qualify for benefits on the same basis as the present law pro- 
vides for persons first eovered in 1955, since they could omit the four 
quarters of noncoverage in 1955 from the count of consecutive quarters 
of coverage required after 1954. 

The amendment also would liberalize the fully insured status re- 
quirement somewhat for all persons who were covered before 1956 but 
could not meet the normal requirements nor the special requirements 
in present law, since such persons could have as many as four quarters 
after 1954 which were not quarters of coverage and still be fully 
insured. The amended provision would be effective with respect to 
individuals who died or attained retirement age before October 1960. 
Thereafter, the normal requirements in section 214 (a) (2) would be 
no more difficult to meet than the special requirements in this bill. 
Tbere was no comparable provision in the House bill. 


Dropout of 5 years of low earnings 

Section 108 of the bill amends section 215 (b) (4) of the act to 
provide that as many as 5 years of low or no earnings could be 
dropped in the computation of an insured individual's average monthly 
wage, regardless of the number of quarters of coverage he has. Under 
present law, no more than 4 such years may be dropped from the com- 
putation if the individual does not have at least 20 quarters of coverage. 
Unless the 20-quarter-of-coverage requirement were removed, persons 
newly covered by this bill as of the beginning of 1956 and who retired 
or died prior to the fourth quarter of 1960 would not be able to drop 
all the years 1951—55 from the computation and thus would always 
have 1 year with no earnings counted against them. 

Very few of the persons now on the benefit rolls who had a dropout 
of only 4 years of low earnings because they did not have 20 quarters 
of coverage (which would have permitted 5 years to be dropped) 
would benefit subst antially from this amendment. — Those individuals 
whose benefits were based on an average monthly wage computed 
over the period from 1951 on and who are now on the benefit rolls, 
and those individuals who will come on the benefit rolls prior to 1957 
with benefits computed over the period starting with 1951 could, in 
general, drop no more than 4 years in any event. "Those whose bene- 
fits were computed over the period from 1937 on would benefit very 
little from a dropout of an additional year over so long a period. 

To avoid the possibility that large numbers of recomputations 
would have to be made under this provision under circumstances 
where little or no additional benefit would result, the amendment 
would be effective only with respect to benefits based on the earnings 
record of an individual (1) who becomes entitled to an old-age insur- 
ance benefit on the basis of an application filed on or after the date 
of enactment; or (2) who has substantial enough recent earnings after 
entitlement to old-age insurance benefits to be entitled (except for 
the requirement in sec. 215 (f) (6) of the act that the recomputation 
must result i in a higher primary insurance amount) to a “work recom- 
putation” under section 215 (f) (2) (A) of the act based on an appli- 
cation filed on or after the date of enactment of the bill; or (3) who 
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dies without becoming entitled to an old-age insurance benefit, and 
on the basis of whose wages and self-employment income no indivi- 
dual was entitled to monthly survivor's benefits, and no lump-sum 
death payment was payable, under section 202 of the act, on the basis 
of an application filed prior to such date of enactment; or (4) who 
dies on or after the date of enactment but who had substantial 
enough recent earnings after entitlement to old-age insurance benefits 
to entitle his survivors (except for the requirement in sec. 215 (f) (6) 
of the act that the recomputation must result in a higher primary 
insurance amount) to a “work recomputation” for survivors benefits 
under section 215 (f) (4) (A); or (5) w ho died prior to such enactment 
date and whose survivors are (but for the provisions of sec. 215 (f) 
(6)) entitled to a “‘work recomputation” for survivors benefits under 
section 215 (f) (4) (A), but only if no survivor was entitled to monthly 
benefits or a lump-sum death payment on his wage record on the 
basis of an application filed prior to such date of enactment and no 
survivor was entitled to such a benefit, even without the filing of an 
application therefor, for the month in which the bill is enacted or 
any prior month. 
No such amendment was made under the House bill. 


Special starting and closing dates for certain individuals 

Section 109 of the bill provides, primarily for persons newly covered 
beginning in 1956 who can qualify for benefits with a minimum number 
of quarters of coverage, special starting and closing dates for the 
computation of benefit amounts. These special dates would apply 
in the case of any individual who dies or becomes entitled to an old- 


age insurance benefit in 1957, provided such individual has not less 
than 6 quarters of coverage after 1955, and prior to the quarter follow- 
ing the quarter in which he died or became entitled to old-age insurance 
benefits, whichever first occurred. In such cases, the individual’s 
starting date would be December 31, 1955, and his closing date would 
be July 1, 1957. The primary insurance amount in these cases ders 
be computed through the benefit formula in section 215 (a) (1) (A) 
of the Social Security Act (55 percent of the first $110 of his Қ. 
monthly wage, plus 20 percent of the next $240), and the special 
starting and closing dates would be used only if they would result in a 
higher primary insurance amount. 

With respect to the above provision, although under section 
215 (b) (3) (A) a closing date is the first day of a calendar year, July 1, 
1957, will be considered a closing date for recomputing the individual’s 
benefit amount after the close of a taxable year which includes July 1, 
1957, if the recomputation would result in a higher primary insurance 
amount. 

In any computation based on the July 1, 1957, closing date, the 
total of wages and self-employment income after December 31, 1956, 
which may be used in such computation would be reduced to $2,100, 
if it is in excess of that amount. Without such a provision, an individ- 
ual’s average monthly wage for each month of the 6-month period 
which would be used in the computation would exceed $350 although 
in general $350 is the maximum average monthly wage which can be 
used in the benefit computation. 

The provisions of this section were not included in the House bill. 
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Time limitation on filing request for hearings 

Section 110 of the bill amends section 205 (b) of the act to clarify 
the intent of present law that the Secretary may impose a limitation 
on the time within which an individual may request a hearing after a 
decision has been made by the Secretary. The language of the 
present section provides that the Secretary must grant such a hearing 
“whenever requested" by such individual or by specified dependents or 
survivors. In a recent decision involving another issue, the Court 
of Appeals for the 'Tenth Circuit indicated that this provision as 
written might require that no case in which an individual has once 
been given an adverse decision can ever be considered closed until 
such time as the individual has requested and received a hearing, 
regardless of the lapse of time. Under this view, individu: ils could 
request hearings after the passage of many years during which the 
Department may have been paying benefits to an adverse claimant. 
Your committee believes that the Department should not have to 
keep cases open indefinitely, and that individuals who desire hearings 
should be required to request them within a reasonable period of time. 
Under the provisions of section 205 (b) as amended by the bill, 
the Secretary of Health, Education and Welfare would be specifically 
authorized to limit the period by regulation, but the prescribed period 
for requesting hearings could not be less than 6 months after notice 
of a decision is mailed to the individual. Any individual who has 
not previously had a hearing would have a period of not less than 6 
months after date of enactment of this provision to request a hearing 
on a notice of decision mailed prior to that date. 

No such amendment was included in the House bill. 

Earnings test for beneficiaries in active military or naval service overseas 

Section 111 (a) of the bill amends section 203 (e) (4) (C) of the act 
which relates to the definition of wages for the purpose of the earnings 
test, to provide that services performed outside the United States 
in the active military or naval service of the United States would be 
deemed to be employment within the United States. This would 
place the remuneration for such service under the annual earnings test. 

Subsection (b) of the section amends section 203 (k) of the act 
which relates to the definition of “noncovered remunerative activity 
outside the United States," to eliminate services performed in the 
active military or naval service of the United States from such defini- 
tion. This would remove such service from the applicability of the 
7-day work test. 

The amendments made by this section would be applicable with 
respect to taxable years ending after 1955. No such amendments were 
included in the House bill. 

Under present law, a beneficiary who is a member of the Armed 
Forces (usually a child beneficiary under age 18) is subject to the 
$1,200-a-vear earnings test while he is serving in the United States, 
but if he is outside the United States becomes subjec t to the test under 
which benefits are suspended if the beneficiary engages in noncovered 
remunerative activity on 7 or more days in à month. 


Effect of remarriage in case of certain widows 


Section 112 of the bill adds a new paragraph (3) to section 202 (e) 
of the act to provide that in any case in which a widow remarries and 
such marriage terminates because of the husband’s death but she is 
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not his “widow” as defined in section 216 (c) of the act (and, therefore, 
she is not eligible for benefits as his widow), such remarriage will be 
deemed not to have occurred. The widow could again be eligible for 
widow's insurance benefits on the basis of her previous husband's 
earnings. 

Benefits to remarried widows who become entitled to widow's in- 
surance benefits under this amendment would not be payable for any 
month prior to the latest of (1) the month in which the most recent 
husband died, (2) the 12th month before the month in which the 
widow filed application for widow’s benefits under the new provision. 
or (3) September 1956. 

This amendment was not included in the House bill. 


Extension of period for filing proof of support and applications for 
lump-sum death payment 

Section 113 (a) of the bill adds a new subsection (0) to section 202 
of the act (not included in the House bill) to provide that in cases 
where an individual failed to file the proof of support by the insured 
worker required for husband’s, widower’s, or parent’s benefits, or to 
file application for a lump-sum death payment based on deaths after 
1946, within the period set forth in the law (generally 2 years after 
the entitlement or death of the insured individual), and there was 
good cause for the failure to file in time, the proof or application 
would be deemed to have been filed in time if it is filed within 2 vears 
following such period or within 2 years following August 1956, which- 
ever is later. The Secretary would have authority to determine by 
regulation what constitutes “good cause” for purposes of this provision. 


This amendment would apply in the case of lump-sum death pay- 
ments under title II of the act, and monthly benefits under such 
title for months after August 1956, based on applications filed after 
August 1956. 


Computation of average monthly wage 


Section 114 of the bill (the same as sec. 106 of the House bill) 
contaıns provisions for computing the average monthly wage over 

full- calendar years in cases involving periods of disability as is now 
done for cases not involving such periods. 

Subsection (a) of the section amends section 215 (b) (1) of the 
Social Security Act to provide that, in the computation of the average 
monthly wage, all years any part of which were included in a period 
of disability shall be excluded from the computation. However, the 
months and earnings for the year in which the disability began will 
be included in the computation if a higher primary insurance amount 
would result. 

Subsection (b) of the section amends section 215 (d) (5) of the 
Social Security Act, which relates to the computation of the average 
monthly wage where periods prior to 1951 are involved. The amended 
section would provide that all of the quarters in any year prior to 
1951 any part of which was included in a period of disability would be 
excluded from the elapsed quarters unless, in the case of the year in 
which the period of disability began, the inclusion of such quarters 
and of the wages for such quarters would result in a higher primary 
insurance amount. 

Subsection (c) of the section amends section 215 (e) of the Social 
Security Act to provide that any wages paid to an individual in any 
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year any part of which was included in a period of disability, and any 
self-employment income credited to such a year, shall be excluded in 
computing the average monthly wage unless the months of such year 
are included as elapsed months in the computation under section 
215 (b) (1) which relates to the computation of the average monthly 
wage where periods after 1950 are involved. 

Subsection (d) provides an effective date for the amendments made 
by the section. These amendments would apply only to individuals 
(1) who become entitled (without regard to the provisions in sec. 202 
(j) (1) of the Social Security Act, relating to retroactive payment of 
benefits) to old-age insurance benefits after the enactment of the bill, 
or (2) who die without becoming entitled to such old-age insurance 
benefits and on the basis of whose earnings an application for benefits 
or a lump-sum death payment is filed after the date of enactment, 
or (3) who, after the date of enactment of the bill, file an application 
which is accepted as an application for a disability determination 
under the existing section 216 (i) of the Social Security Act. 

Advisory Council on Social Security Financing 

Section 115 (a) of the bill (the same as sec. 107 (a) of the House bill) 
establishes an Advisory Council on Social Security Financing for the 
purpose of reviewing the status of the Federal old-age and survivors 
insurance trust fund in relation to the long-term commitments of the 
old-age and survivors insurance program. 

Subsection (b) of this section provides that the Council shall consist 
of the Commissioner of Social Security, as chairman, and 12 other 
persons appointed by the Secretary of Health, Education, and Welfare 
who shall, to the extent possible, represent employers and employees 
in equal numbers, and self-employed persons and the publie. The 
Council would have to be appointed after February 1957 and before 
January 1958. 

Section 115 (c) of the bill authorizes the Council to engage such 
technical assistance, including actuarial services, as it may require and, 
in addition, requires the Secretary of Health, Education, and Welfare 
to make available to the Council such assistance from the Department 
of Health, Education, and Welfare as the Council may require to 
carry out its functions. This section also provides for compensation 
for members of the Council while on business of the Council, at rates 
to be fixed by the Secretary, but not in excess of $50 a day, and for 
payment of necessary traveling expenses and per diem. 

Section 115 (d) of the bill provides that the Council shall make a 
report. of its findings and recommendations (including its recommenda- 
tions for changes in tax rates under the old-age and survivors insurance 
program) to the Secretary of the Board of Trustees of the Federal 
old-age and survivors insurance trust fund. This report must be 
submitted not later than January 1, 1959, and is to be included in 
the annual report of the Board of Trustees to be submitted to the 
Congress not later than March 1, 1959. The Council would go out 
of existence after January 1, 1959. 

A new Council, similarly constituted and with the same functions, 
would be appointed not earlier than 3 years and not later than 2 
vears before the first year for which each ensuing scheduled increase 
(after 1960) in social security tax rates is effective. Each such Council 
would report its findings and recommendations in the manner described 
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above not later than January 1 of the year preceding the year in which 
the scheduled change in tax rates occurs, and the report and recom- 
mendations would be included in the annual report of the Board of 
Trustees to be submitted to the Congress not later than the March 1 
following such January 1. Each such Council would also go out of 
existence after such January 1. 


Investment of trust fund 


Section 116 of the bill amends section 201 (c) of the Social Security 
Act to provide that obligations issued for purchase by the Federal 
old-age and survivors insurance trust fund would yield a rate of 
interest equal to the average rate of interest borne by all marketable 
interest-bearing obligations of the United States not due or callable 
until after the expiration of 5 years from date of original issue. Under 
present law, the rate of interest for trust fund investments is equal 
to the average rate borne by all interest-bearing obligations of the 
United States without regard to maturities or marketability. The 
average rate would be rounded to the nearest multiple of one-eighth 
of 1 percent if it is not already a multiple of one-eighth of 1 percent, 
rather than to the next lower multiple of one-eighth of 1 percent as 
in present law. 

The section also provides that obligations issued for purchase by 
the trust fund are to have maturities fixed with due regard for the 
needs of the trust fund, and replaces the present designation of such 
obligations as “special obligations exclusively to the trust fund” with 
the designation “public debt obligations for purchase by the trust 
fund.” 


Correction of records of self-employment income 

Section 117 of the bill amends section 205 (c) (5) of the act (relating 
to the time limitation for correction of earnings records) to provide 
that under specified circumstances an individual’s earnings record 
could be corrected, even after the time limitation has run with respect 
to a given year, to include self-employment income for that year in 
any case where wages for that year were deleted from the records as 
having been erroneously reported. The amount of self-employment 
income to be included could not be in excess of the amount of wages 
deleted. The correction could be made only to the extent of the 
individual’s self-employment income (or his net earnings from self- 
employment) not already included in his earnings record as self- 
employment income which is included in a tax return or statement 
filed before the expiration of the time limitation following the taxable 
year in which the deletion of wages is made. 

Section 118 of the bill amends section 202 of the Social Security 
Act by adding a new subsection (p), which provides that no benefits 
may be paid to certain aliens who are outside the United States. 

Paragraph (1) of the new subsection (p) provides that the prohibi- 
tion against payment shall apply to any individual who is not a citizen 
or national of the United States for any month after the third consecu- 
tive calendar month during all of which the Secretary finds, on the 
basis of information furnished to him by the Attorney General or 
which otherwise comes to his attention, that such individual is outside 
the United States and prior to the first month for all of which he has 
been in the United States. The prohibition would not apply to 
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individuals who are citizens of a foreign country which the Secretary 
finds has in effect a social insurance or pension system which is of 
general application in such country and which pays periodic bene pe: 
or their actuarial equivalent, on account of old age, retirement, « 
death, if United States citizens who are not citizens of such frein. 
country and who qualify for such benefits are permitted to receive such 
periodic benefits or their actuarial equivalent while they are outside 
of such foreign country for periods of 3 months or longer. 

Paragr aph | (2) of the new subsection (p) provides that a person who 
is, or on application would be, entitled to a monthly benefit under 
section 202 for June 1956 would not, because of this provision, be 
deprived of such benefit or of any other benefit based on the wages 
and self-employment income of the individual on whose wages and self- 
employment income such monthly benefit for June 1956 is based. 

Paragraph (3) provides that no lump-sum death payment may be 
made on the basis of the wages and self-employment income of an 
individual who died while outside the United States and whose benefits 
were not paid under paragraph (1) for the month preceding the month 
in which he died. 

Paragraph (4) provides that the deductions under subsections (b) 
and (c) of section 203 of the Social Security Act on account of work 
or failure to have a child in the beneficiary’s care would not be applied 
for any month with respect to the benefits of any individual if his 
benefits for such month are not payable by reason of paragraph (1). 

Paragraph (5) provides that the Attorney General shall certify to 
the Secretary such information regarding aliens who depart from the 
United States to any foreign country (other than a country which is 
territorially contiguous to the United States) as may be necessary to 
enable the Secretary to carry out the purposes of this subsection, and 
shall otherwise aid, assist, and cooperate with the Secretary in ob- 
taining such other information as may be necessary for this purpose. 

What is a social insurance or pension system of general application 
for purposes of paragraph (1) of the new subsection (p) necessarily 
will depend upon a consideration of all aspects of the system, including, 
among others, such factors as its scope and the type of benefits payable. 
It may include consideration, as a single system, of several social 
insurance or pension plans in effect in a country, each of which, 
standing alone, might not be a system of general application. 

No provision suspending benefits of aliens was included in the bill 
passed by the House. 

Definition of Secretary 

Section 119 of the bill provides that the term “Secretary,” as used 
in the bill and in the provisions of the Social Security Act set forth in 
the bill, means the Secretary of Health, Education, and Welfare. 

This is the same as section 108 of the House bill. 


AMENDMENTS PRESERVING RELATIONSHIP BETWEEN RAILROAD RETIRE- 
MENT AND OLD-AGE AND SURVIVORS INSURANCE 


Section 120 of the bill amends the Railroad Retirement Act. These 
amendments are designed to mainiain the relationship between 
the old-age and survivors insurance system and the railroad retirement 
system that was established by the amendments made in 1951 to the 
Railroad Retirement Act by Public Law 234, 82d Congress. 
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Section 120 (a) amends section 1 (q) of the Railroad Retirement 
Act so as to provide that refer rences in the Railroad Retirement Act to 
the “Social Security Act” and to the “Social Security Act, as amend- 
ed,” are references to the Social Security Act as amended in 1956 
(that is, as amended by all acts amending the Social Security Act 
during and preceding 1956). 

Section 120 (b) amends section 5 (f) (2) of the Railroad Retirement 
Act, which guarantees the payment of total benefits under the railroad 
retirement and old-age and survivors insurance programs at least 
equal to the worker’s contributions to the railroad program, plus an 
Ақы for interest. In defining the terms of this guaranty, 
section 5 (f) (2) of the Railroad Retirement Act refers to survivor 
benefits payable under the Social Security Act “upon attaining age 
65." Section 120 ( b) inserts the ee “(age sixty-two in the case of a 
widow)” after “age sixty-five” each place it appears in section 5 
(f) (2) of the Railroad баанан Act. "This takes account of the 
reduction in the retirement age requirement for widows from age 65 
to age 62 under the Social Security Act. 

The latter amendment differs from that contained in the House bill 
because the House bill would have reduced the retirement age for all 
women beneficiaries, not just widows. 


TITLE II—AMENDMENTS TO INTERNAL REVENUE CODE t 


GENERAL STATEMENT 


Title II of the bill contains amendments to chapter 2 (Tax on 


Self-Employment Income) and chapter 21 (Federal Insurance Contri- 
butions Act) of the Internal Revenue Code of 1954. All references in 
this portion of your committee’s report to the “Internal Revenue 
Code” or the “code” are to the Internal Revenue Code of 1954. 
District of Columbia eredit unions 

Section 201 (a) of the bill, as does section 201 (a) of the House bill, 
adds a new section 3113 to subchapter B of chapter 21 of the Internal 
Revenue Code of 1954. Section 3113 would render inoperative, 
with respect to the employer tax imposed by section 3111 of such code, 
any exemption from taxation which is now granted, or which may in 
the future be granted, to credit unions in the District of Columbia 
chartered pursuant to the act of June 23, 1932. Service performed 
in the employ of these credit unions now constitutes employment 
under chapter 21 of such code and title II of the Social Security Act, 
and such credit unions are now required to report and pay over the 
employee tax imposed by section 3101 of such code with respect to 
such service. However, such credit unions are not required to pay 
the employer tax imposed by section 3111 of such code in view of the 
exemption from taxation now granted under section 16 of the act of 
June 23, 1932. Section 201 (a) has the effect of subjecting such credit 
unions to liability for the employer tax with respect to such service. 

Under section 201 (k) of the bill, the amendment made by section 
201 (a) is effective with respect to remuneration paid after 1956. 


Standby pay 

Section 201 (b) of the House bill would amend section 3121 (a) (9) 
of the Internal Revenue Code of 1954 to conform such section to the 
changes made by section 102 (a) and (b) (4) of the House bill in the 
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definition of the term *'retirement age" for purposes of section 209 (1) 
of the Social Security Act. Under existing law, any payment (other 
than vacation or sick pay) made to. an employee after the month in 
which he or she attains age 65 is excluded from “wages,” as that term 
is defined in the Federal Insurance Contributions Act, if the employee 
did not work for the employer in the period for which such payment is 
made. Under the House bill, any such payment made after 1955 is 
excluded if made to a male employee after the month in which he 
attains age 65 or, in the case of a woman, after the month in which she 
attains age 62. Section 201 (b) of the House bill has been deleted in 
view of the changes made by your committee in section 102 (a) of 
the House bill. 

Service in connection with gum resin products 

Under the existing section 3121 (b) (1) (A) of the Internal Revenue 
Code of 1954, service performed in connection with the Production or 
harvesting of crude gum (oleoresin) from a living tree or the processing 
of such crude gum into gum spirits of turpentine and gum resin, if 
such processing is carried on by the original producer of the crude gum, 
is excepted from employment. Section 201 (c) of the House bill 
would remove the specific exception of this service from employment 
and would have the effect of covering such service under the Federal 
Insurance Contributions Act on the same basis as other agricultural 
labor. Your committee's bill contains no corresponding amendment. 
Foreign agricultural workers 

Section 201 (b) of the bill, for which there is no corresponding provi- 
sion in the House bill, amends section 3121 (b) (1) (B) of the code. 
Under existing law, section 3121 (b) (1) (B) excepts from the term 
"employment," service performed by (1) certain foreign agricultural 
workers under contracts entered into in accordance with title V of the 
Agricultural Act of 1949, as amended, and (2) service performed by 
foreign agricultural workers lawfully admitted to the United States 
from the Bahamas, Jamaica, and the other British West Indies on a 
temporary basis to perform agricultural labor. Section 201 (b) of 
your committee bill amends section 3121 (b) (1) (B) so as to extend 
the exception contained in such section to service performed by 
foreign agricultural workers lawfully admitted to the United States 
from any foreign country or possession thereof on a temporary basis 
to perform agricultural labor. 

Under section 201 (k) (1) of the bill, the amendment made by 
section 201 (b) applies with respect to service performed after 1956. 
Employees of Federal home loan banks and of the Tennessee Valley 

Authority 

Section 201 (d) (1) of the House bill would amend section 3121 (b) 
(6) (B) (ii) of the Internal Revenue Code of 1954 so as to remove the 
exception from employment now provided by section 3121 (b) (6) 
(B) in respect of service performed in the employ of a Federal home 
loan bank. Thus, under the House bill, the general exception from 
employment provided by such section for service which is performed 
in the employ of a Federal instrumentality exempt from the employer 
tax on December 31, 1950, and which is covered by the retirement 
system of such instrumentality would no longer apply to service 

performed in the employ of a Federal home loan bank. 
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Section 201 (d) (2) of the House bill would amend section 3121 (b) 
(6) (C) (vi) of the Internal Revenue Code of 1954 so as to remove 
the exception from employment of service performed in the employ 
of the Tennessee Valley Authority by an individual who is subject to 
the retirement system of that instrumentality. At present, such 
service is excepted from employment under the general exception of 
service performed by an individual who is excluded from the Federal 
civil service retirement system because he is subject to another Federal 
retirement system. 

Your committee’s bill contains no amendments corresponding te 
those in section 201 (d) of the House bill. 


Share-farming arrangements 


Section 201 (c) (1) of the bill amends section 3121 (b) of the Internal 
Revenue Code of 1954 by adding a new paragraph (16). The new 
paragraph provides that service performed by an individual under an 
arrangement with the owner or tenant of land, pursuant to which such 
individual undertakes to produce agricultural or horticultural com- 
modities on such land, shall be excepted from employment, provided 
that, pursuant to the arrangement, the agricultural or horticultural 
commodities produced by such individual, or the proceeds therefrom, 
are to be divided between him and the owner or tenant and the amount 
of such individual’s share depends solely on the amount of the agricul- 
tural or horticultural commodities produced. Although the amend- 
ment is made effective (by sec. 201 (k) (1) of the bill) with respect to 
service performed after 1954, it is declaratory of present law. 

Section 201 (c) (2) of the bill, which corresponds to section 201 (e) 
(2) of the House bill, amends section 1402 (a) (1) of the code under 
which rentals from real estate and from personal property leased 
with the real estate (including such rentals paid in crop shares) are 
excepted from “net earnings from self-employment.” Under the 
amendment, the present exception would not apply to any income 
derived by an owner or tenant of land under an arrangement with 
another individual for the production by such other individual of 
agricultural or horticultural commodities on such land if such arrange- 
ment provides for material participation by the owner or tenant in the 
production of such agricultural or horticultural commodities, and 
there is participation by the owner or tenant in the production of any 
such commodity to a degree which is material with respect to that 
commodity. 

Under this amendment it is contemplated that the owner or tenant 
of land which is used in connection with the production of agricultural 
or horticultural commodities must participate to a material degree in 
the management decisions or physical work relating to such activities 
in order for the income derived therefrom to be classified as “net 
earnings from self-employment." Your committee is of the opinion 
that in any case in which the owner or tenant establishes the fact that 
he periodically advises or consults with such other individual as to the 
production of the commodities and aiso establishes the fact that he 
periodically inspects the production activities on the land he will have 
presented strong evidence of the existence of the degree of participa- 
tion contemplated by the amendment. If the owner or tenant also 
establishes the fact that he furnishes a substantial portion of the 
machinery, implements, and livestock used in the production of the 
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commodities or that he furnishes, or advances, or assumes financial 
responsibility for, a substantial part of the expense (other than labor 
expense) involved in the production of the commodities, your commit- 
tee feels that he will have established the existence of the degree of 
participation contemplated by the amendment, 

The amendment made by section 201 (c) (2) applies (under sec. 
201 (k) (1) of the bill) with respect to taxable years ending after 1955. 
However, under section 201 (k) (3) of the bill, any self-employment 
tax which is due, solely by reason of the amendment made by section 
201 (c) (2), for any taxable year ending on or before the date of 
enactment of the bill shall be considered timely paid if payment is 
made in full within 6 calendar months after the month in which the 
bill is enacted. In no event shall interest on any such tax accrue 
during any period ending on the date of enactment of the bill. 

Section 201 (c) (3) of the bill, which corresponds to section 201 
(e) (3) of the House bill, amends section 1402 (c) (2) of the code so 
as to include in the term “trade or business" the service described in 
the new paragraph (16) (relating to certain share farmers) which is 
added to section 3121 (b) of the code by section 201 (c) (1) of the bill. 
Although the amendment made by section 201 (c) (3) applies (under 
sec. 201 (k) (1) of the bill) with respect to taxable years ending after 
1954, it is declaratory of present law. 

Professional self-employed 

Under section 1402 (c) (5) of the Internal Revenue Code of 1954, 
the performance of service by an individual (or a partnership) in the 
exercise of designated professions is excluded from the definition of the 
term “trade or business” for purposes of determining “net earnings 
from self-employment” and “self-employment income.” The pro- 
fessional service thus excluded under present law is service performed 
by any person as a physician, lawyer, dentist, osteopath, veterinarian, 
chiropractor, naturopath, optometrist, or Christian -Science practi- 
tioner. Section 201 (f) of the House bill would delete these exclusions, 
except in the case of physicians and Christian Science practitioners. 
Section 201 (d) of your committee’s bill corresponds to section 201 (f) 
of the House bill except for 3 changes. These changes are (1) to 
retain the exclusion now provided for osteopaths, (2) to substitute 
“doctor of medicine” for “physician,” and (3) to substitute “doctor of 
osteopathy” for “osteopath.” The changes in terminology referred 
to in (2) and (3) of the preceding sentence are not intended to effect 
any change in the law. 

The amendment has the effect of requiring that any income derived 
by an individual or a partnership from the practice of a profession 
as a lawyer, dentist, chiropractor, veterinarian, naturopath, or optome- 
trist, must be taken into account in determining liability for the self- 
employment tax. 

Section 1402 (e) of such code, which permits Christian Science 
practitioners to file a coverage certificate waiving their exemption from 
this tax under certain conditions, is not affected by this amendment. 

Section 201 (k) (1) of the bill provides that the amendment made 
by section 201 (d) shall apply with respect to taxable years ending 
after 1955. However, under section 201 (k) (3) of the bill, any self- 
employment tax which is due, solely by reason of the amendment 
made by section 201 (d), for any taxable year ending on or before the 
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date of enactment of the bill shall be considered timely paid if payment 
is made in full within 6 calerdar months after the month in which 
the bill is enacted. In no event shall interest on any such tax accrue 
during any period ending on the date of enactment of the bill. 
Ministers 

Section 201 (e) of the bill, for which there is no corresponding pro- 
vision in the House bill, amends section 1402 (a) (8) (B) of the Internal 
Revenue Code of 1954. Section 1402 (a) (8) (B) now provides, in 
part, that a United ium 'S citizen — services as a duly 
ordained, commissioned, or licensed minister of a church shall com- 
pute his “net earnings bats self-employment” as a minister without 
regard to the exclusions from gross income provided in sections 911 
and 931 of the code, if the minister is employed by an ‘American em- 
ployer”, as that term is defined in section 3121 (h) of the code. Sec- 
tion 201 (e) would extend the application of section 1402 (a) (8) (B) 
so as to provide that any other United States citizen performing such 
services in a foreign country shall compute his ‘‘net earnings from self- 

mployment” attributable to such services without regard to these 
exclusions from gross income if his congregation is composed pre- 
dominantly of United States citizens. 

Section 201 (k) (2) of the bill provides that the amendment made by 
section 201 (e) Shall apply only with respect to taxable years ending 
after 1956, except in those cases where an individual who, for a tax- 
able year ending after 1954 and prior to 1957, had income of the type 
to which the amendment is applicable makes an election to have the 
amendment apply with respect to the first such year in which he had 
such income. No such election is valid, however, unless the individ- 
ual has filed a waiver certificate under section 1402 (e) of the code 
before making the election, or files such a waiver certificate at the 
time of making the election. 

The election must be made on or before April 15, 1957, or the due 
date of the return (including any extension thereof) for the individual’s 
last taxable year ending prior to 1957, whichever date is later, in the 
case of any such individual who has filed a waiver certificate under 
section 1462 (e) of the code before the date of enactment of the bill, 
or who files a waiver certificate on or before the due date of his return 
(including any extension thereof) for his first taxable year ending prior 
to 1957. If the individual has not filed a waiver certificate within this 
period, the election may be made on or before the due date of his return 
(including any extension thereof) for his last taxable year ending after 
1956, and such individual may file a waiver certificate at the time he 
makes the election even though the period prescribed in section 1402 
(e) (2) for filing such waiver certificate has expired in his case. 

The waiver certificate filed under section 1402 (e) by any individual 
who makes an election under section 201 (e) of the bill is effective for 
the taxable year prescribed in yr 1402 (e) (3) of the code or, 
notwithstanding section 1402 (e) (3), for the first taxable year ending 
after 1954 in which the individual had i income to which the election 
applies, whichever is earlier, and for all succeeding taxable years. 

Any election under section 201 (e) must be made in the manner 
provided in regulations to be prescribed by the Secretary of the Treas- 
ury or his delegate. No interest or penalty will accrue, prior to the day 
after the day on which an election is made by an individual, in respect 
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of his failure to file a return or pay tax due solely by reason of his 
election. 


Remuneration for agricultural labor 

Section 201 (f) (1) of the bill, for which there is no corresponding 
provision in the House bill, amends section 3121 (a) (8) (B) of the 
Internal Revenue Code of 1954. Section 3121 (a) (8) (B) excludes 
from wages cash remuneration paid by an employer to an employee 
in any calendar year for agricultural labor unless such remuneration is 
$100 or more. The new subparagraph (B) would exclude from wages 
cash remuneration paid by an employer to an employee in any calendar 
year for agricultural labor unless (1) the cash remuneration paid in 
such year by the employer to the employee for such labor is $200 or 
more or, (2) the employee performs agricultural labor for the employer 
on 30 days or more during such year for cash remuneration computed 
on a time basis. The new subparagraph (B) of section 3121 (a) (8) 
provides two separate tests for determining whether cash remunera- 
tion paid by an employer to an employee in a calendar year for 
agricultural labor is excepted from wages. If either of the tests is 
met, cash remuneration paid during the year for such labor is not 
excepted from wages under section 3121 (a) (8) (B). 

Under section 201 (k) (1) of the bill, the amendment made by 
section 201 (f) (1) applies with respect to remuneration paid after 1956. 
Crew leader 

Section 201 (f) (2) of the bill, for which there is no corresponding 
provision in the House bill, amends section 3121 of the code by 
adding a new subsection (m). The new subsection (m) defines the 
term ‘‘crew leader’ to mean an individual who furnishes individuals 
to perform agricultural labor for another person if such individual 
pays (either on his own behalf or on behalf of such person) the indi- 
viduals so furnished by him for the agricultural labor performed by 
them and if such individual has not entered into a written agreement 
with such person whereby such individual has been designated as an 
employee of such person. Under the new subsection (m), a crew 
leader is deemed to be the employer, for purposes of the employee and 
the employer taxes imposed by sections 3101 and 3111, respectively, 
of the code of individuals furnished by him, as a crew leader, to 
perform agricultural labor for another person. Such new subsection 
(m) also provides that for purposes of chapter 21 (Federal Insurance 
Contributions Act) and chapter 2 (Tax on Self-Employment Income) a 
crew leader shall, with respect to any service performed by him in 
furnishing individuals to perform agricultural labor for another person 
and any service performed by him as a member of the crew, be deemed 
not to be an employee of such other person. 

Under section 201 (k) (1) of the bill, the amendment made by 
section 201 (f) (2) applies with respect to service performed after 1956. 
Amendment relating to collection of employee tax 

Section 201 (f) (3) of the bill, for which there is no corresponding 

rovision in the House bill, amends section 3102 (a) of the code. 
Section 3102 (a) of the code now provides, in part, that an employer 
who in any calendar year pays to an employee cash remuneration 
to which section 3121 (a) (8) (B) of the code is applicable may deduct 
an amount equivalent to the employee tax imposed by section 3101 
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from any such payment of remuneration, even though at the time of 
payment the total amount of such remuneration paid to the employee 
by the employer in the calendar year is less than $100. The amend- 
ment made by section 201 (f) (3) merely conforms section 3102 (a) 
of the code to section 3121 (a) (8) (B) of the code as amended by 
section 201 (f) (1) of the bill. 


Computation of self-employment income by farm operators 


Section 201 (g) of the bill, for which there is no corresponding pro- 
vision in the House bill, amends section 1402 (a) of the Internal 
Revenue Code of 1954. Under existing law a self-employed farmer 
who computes his income on the cash receipts and disbursements 
method may deem 50 percent of his gross income from farming to be 
his net earnings from self-employment attributable to farming, pro- 
vided such gross income is not more than $1,800. If the gross income 
from farming is more than $1,800 and the net earnings from self- 
employment as computed under the provisions of section 1402 (a) 
are less than $900, such net earnings, at his option, may be deemed 
to be $900. For this purpose, gross income is the excess of gross 
receipts from farming over the cost or other basis of property w vhich 
was purchased and sold in c arrying on such trade or business, кетте 
in accordance with the provisions of paragraphs (1) through (7) (to 
the extent applicable) of section 1402 (a). 

Your committee's bill changes the optional method of computing 
net earnings from farm self- employme nt, and extends the option to 
self- employed farmers who report income on the accrual method and 
to members of farm partnerships. Under your committee’s bill, a 
farmer whose gross income from farming operations is not more than 
$1,200, may, at his option, deem such gross income to be his net 
earnings from farm self-employment; and if his gross income from 
farming is more than $1,200 and his net earnings from self-employment 
from farming operations (computed under the provisions of section 
1402 without regard to the optional method of computing net earnings 
from self-employment) are less than $1,200, he may, at his option, 
deem his net earnings from self-employment to be $1,200. 

In the case of a member of a farm partnership whose distributive 
share of the gross income of the partnership (after the gross income 
of the partnership has been reduced by the sum of all payments made 
by the partnership to members thereof which constitute guaranteed 
payments within the meaning of section 707 (c) of the code is not 
more than $1,200, the partner may, at his option, deem such distribu- 
tive share of the gross income of the partnership to be his distributive 
share of income described in section 702 (a) (9) of the code derived 
from the partnership, and may use such figure in computing his net 
earnings from self-employment. If the partner’s distributive share of 
the gross income of a farm partnership, computed as provided in the 
preceding sentence, is more than $1,200 and his distributive share 
(whether or not distributed) of income described in section 702 (a) (9) 
derived from such farm partnership (computed under sec. 1402 (a) of 
the code without regard to the optional method provided in that sec- 
tion for computing net earnings from self-employment) is less than 
$1,200, the distributive share of income described in section 702 (a) 
(9) derived from such farm partnership may, at his option, be deemed 
to be $1,200 for purposes of computing his net earnings from self- 
employment. 
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Section 201 (g) of your committee bill further amends section 1402 
(a) of the code to provide, for purposes of computing net earnings 
from farm self-employment under the optional method, that in any 
case in which the income is computed under an accrual method, the 
term ''gross income" means gross income from the trade or business 
carried on by the individual or by the partnership, adjusted in accord- 
ance with the provisions of paragraphs (1) through (7) of section 
1402 (a). The amendment further provides that for purposes of 
determining whether an individual (including a member of a partner- 
ship) has gross income from farming operations of not more than 
$1,200 or has gross income from such operations of $1,200 or more, 
such individual shall aggregate his gross income derived from all farm- 
ing activities carried on by him as a sole proprietor, any payment which 
he receives from a farm partnership of which he is a member and which 
is a guaranteed payment within the meaning of section 707 (c) of the 
code, and his distributive share of the gross income of each farm 
partnership of which he is a member (computed in accordance with 
the provisions of section 1402 (a) of the code as amended by section 
201 (g) of the bill). 

Under section 201 (a) (1), the amendment made by section 201 (¢ 
applies with respect to taxable years ending after 1956. 


Foreign subsidiaries 

Section 201 (h) of the bill, for which there is no corresponding 
provision in the House bill, amends section 3121 (1) (8) (A) of the 
code. Section 3121 (1) (8) now defines the term “foreign subsidiary,”’ 
for purposes of the contract coverage made available under section 
3121 (1), as (1) a foreign corporation more than 50 percent of the 
voting stock of which is owned by a United States corporation, and 
(2) a foreign corporation more than 50 percent of the voting stock 
of which is owned by the foreign corporation described in (1). Sec- 
tion 201 (h) would reduce the ownership requirements provided in 
respect of the foreign corporation described in (1) from “more than 
50 percent’ to “not less than 20 percent." This would have the effect 
of permitting coverage by contract, pursuant to section 3121 (1), of 
certain services performed outside the United States by United States 
citizens employed by a foreign corporation 20 percent or more of the 
voting stock of which is owned by a United States corporation. 

The amendment made by section 201 (h) becomes effective upon 
enactment of the bill. 


Filing of supplemental lists by nonprofit organizations 

Section 201 (i) of the bill, which corresponds to section 201 (g) of 
the House bill except for a change in date noted in the following 
paragraph, amends section 3121 (k) (1) of the Internal Revenue Code 
of 1954, relating to waivers of tax exemption which may be filed by 
certain religious, charitable, etc., organizations. Pursuant to sec- 
tion 3121 ak), such an organization may file a certificate waiving 
exemption from tax under chapter 21 of such code only if two-thirds 
or more of its employees concur in the filing of such certificate, and 
such certificate is accompanied by a list containing the signature, 
address, and social security account number (if any) of each employee 
who concurs. As originally enacted, section 3121 (k) permitted 
additions to the list of “employees concurring in the filing of a certifi- 
cate only if à supplemental list was filed within the period ending on 
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the last day of the first month following the first calendar quarter for 
which the certificate is in effect. However, section 3121 (k) was 
amended by section 207 (a) of the Social Security Amendments of 
1954 so as to permit additions to the list within a period of 24 months 
after the first calendar quarter for which the certificate is in effect. 
This amendment had the effect of permitting additions to lists 
accompanying certificates filed as early as the second calendar quarter 
of 1952, but made no provision for additions to any list of concurring 
employees in the case of a certificate filed prior to that quarter. 
Section 201 (i) would permit amendment of the list accompanying 
any certificate, effective now or in the future, by the filing of a sup- 
plemental list at any time before the expir ation of 24 months following 
the first calendar quarter for which the certificate is effective or at 
any time before January 1, 1959 (rather than January 1, 1958, as 
provided in the House bill) whichever is the later. This amendment 
would take effect upon enactment of the bill. However, the date on 
which a supplemental list becomes effective with respect to service 
performed by an individual whose signature appears on such list would 
continue to be governed by existing law. 
Effective date for waiver certificate filed by nonprofit organizations 
Section 201 (j) of the bill, which corresponds to section 201 (h) of 
the House bill, amends section 3121 (k) (1) of the Internal Revenue 
Code of 1954 so as to provide an optional effective date for certificates 
filed under such section after 1956. Under present law a certificate 
filed under section 3121 (k) of such code becomes effective on the first 
day of the calendar quarter following the quarter in which the cer- 


tificate is filed. Under such section as amended by section 201 (j) 
of the bill, a certificate filed after 1956 may be made effective on the 
first day of the calendar quarter in which the certificate is filed or the 
first day of the succeeding calendar quarter, whichever is specified by 
the organization. 


Tax rates 


Section 202 (a) of the House bill would amend section 1401 of the 
Internal Revenue Code of 1954 to provide for progressive 
increases in the rates of the tax upon self- employ: ment income, as 
now provided for taxable years beginning after 1955. 

Section 202 (b) and (c) of the House bill would amend sections 3101 
and 3111, respectively, of the code to provide for progressive increases 
in the rates of the employee and employer taxes, as now provided for 
calendar years after 1955. 

These amendments have been deleted by your committee, thereby 
continuing in effect the tax rates now provided in sections 1401, 3101, 
and 3111 of the code in respect of the self-employment tax, the 
employee tax, and the employer tax, respectively. 


AMENDMENT OF SECTION 403 OF SOCIAL SECURITY AMENDMENTS OF 1954 


Service for certain tax-exempt organizations 

Section 401 of the bill, for which there is no corresponding provision 
in the House bill, amends subsection (a) and subsection (b) of section 
403 of the Social Security Amendments of 1954. 

Subsection (a) of section 403 of the Social Security Amendments 
of 1954 now provides that certain services performed before 1955 by 
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an individual employed prior to September 1, 1954, by an organization 
exempt from income tax as an organization described in section 101 (6) 
of the Internal Revenue Code of 1939 may be deemed to be **employ- 
ment," as defined in section 1426 (b) of the 1939 code, even though 
the organization had not filed a valid waiver certificate under section 
1426 (1) of the 1939 code before September 1, 1954, but only if 
certain conditions prescribed in such section 403 are met and the 
individual so requests in accordance with regulations of the Secretary 
of the Treasury or his delegate. 

Section 401 of the bill amends subsection (a) of section 403 of the 
Social Security Amendments of 1954 so as to extend application of 
such subsection (a) to services of the same type as those to which 
the subsection is now applicable performed before 1957 by an indi- 
vidual employed by such an organization prior to the date of enact- 
ment of the bill. 

Subsection (b) of section 403 of the Social Security Amendments 
of 1954 now provides that certain services performed for an organ- 
ization exempt from income tax as an organization described in section 
101 (6) of the Internal Revenue Code of 1939 by an individual who 
was employed by such organization prior to September 1, 1954, and 
who failed to concur in the waiver certificate filed by such organization 
under section 1426 (1) of the 1939 code, may be deemed to be “employ- 
ment," as defined in section 1426 (b) of the 1939 code, but only if 
certain conditions are met and the individual so requests on or before 
January 1, 1957, in accordance with regulations of the Secretary of 
the Treasury or his delegate. If such request is made, the individual 
is deemed to have signed the original list of employees concurring 
in the waiver certificate filed by the organization. 

Section 401 of the bill amends subsection (b) of section 403 of the 
Social Security Amendments of 1954 so as to extend application of 
such subsection (b) to services of the same type as those to which the 
subsection is now applicable performed by an individual employed 
by such an organization prior to the date of enactment of the bill, 
if the individual makes the request provided for in such subsection 
on or before January 1, 1959. 


TITLE ITI—AMENDMENTS TO PUBLIC ASSISTANCE PROVISIONS 
OF THE SOCIAL SECURITY ACT 


The first section of title III of the bill contains a declaration of 
purpose. The remainder of the title is divided into five parts: Part I 
which provides for separate Federal matching funds under titles I, IV, X, 
and XIV of the Social Security Act of State public assistance expendi- 
tures for medical care; part II which relates to provision of services 
for self-support or self-care in titles IV, X, and XIV of the Social 
Security Act; part ITI which contains two small amendments to title 
IV of the act; part IV which provides for Federal aid for research and 
training in public welfare; and part V which temporarily extends the 
formula now in effect for determining the relative Federal share of 
public assistance expenditures under titles I, IV, X, and XIV of the 
act. 

There were no provisions in the House bill comparable to those 


included in this title. 
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PART I--MATCHING OF ASSISTANCE EXPENDITURES FOR MEDICAL CARE 


Sections 3 (a), 403 (a), 1003 (a), and 1403 (a) of the Social Security 
Act now provide for paying to each State with a plan approved under 
titles I, IV, X, and XIV a proportion, set forth in each title, of each 
State's expenditures for assistance to needy individuals under the 
plan. ‘This includes expenditures both in the form of cash payments 
to individuals and medical care on their behalf. Sections 301, 302, 
303, and 304 of the bill continue the Federal payments to the States 
on the basis of the present formula with respect to cash payments to 
the individuals. It adds a provision that enables them to re- 
ceive separate dollar for dollar matching of their expenditures 
for medical or other remedial care (including expenditures for in- 
surance premiums) up to a maximum of $8 times the number of 
individuals receiving assistance in the form of cash payments or medi- 
calcare. (In aid to dependent children the maximum on the medical 
care expenditures in which the United States would share would be 
$8 times the number of adult recipients and $4 times the number of 
child recipients.) "The present individual maximums of $55 for the 
aged, blind, and disabled, and of $30 for the relatives caring for a 
dependent child, $30 for the first dependent child, and $21 for each 
additional child in the same home in aid to dependent children, would 
continue to apply, but only with respect to the money payments made 
to recipients. 

The amendments made by this part would become effective July 1, 
1957. 


PART II—SERVICES IN PROGRAMS OF AID TO DEPENDENT CHILDREN, 
AID TO THE BLIND, AND AID TO THE PERMANENTLY AND TOTALLY 
DISABLED 


Section 311 of the bill would amend section 401 of the Social Secur- 
ity Act to make it clear that the purpose of title IV of the act includes 
not only financial assistance, but also services to maintain and 
strengthen family life and to help the relatives caring for dependent 
children attain that degree of self-support and personal independence 
consistent with maintaining parental care and protection. Section 
311 would also amend section 402 (a) of the act so as to require the 
approved State plan for aid to dependent children to include a de- 
scription of the services, if any, that a State offers to applicants for 
and recipients of aid in order to achieve the purposes of this part of 
the bill, including a statement of the steps taken to assure maximum 
utilization of existing agencies in providing the services. 

This section of the bill would also amend section 403 (a) of the 
Social Security Act to delete some obsolete language and make it 
clear that Federal payments to the State with respect to the costs of 
administration of the State plan may include payments with respect 
to the services described above. 

Section 312 of the bill would amend section 1001 of the Social 
Security Act to make it clear that the purpose of title X of the act 
includes not only financial assistance, but also services to help needy 
blind individuals to attain self-support or self-care. Section 312 
would also amend section 1002 (a) of the act so as to require the ap- 
proved State plan for aid to the blind to include a description of the 
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services, if any, that a State offers to applicants for and recipients of 
aid in order to achieve the purposes of this part of the bill, including 
a statement of the steps taken to assure maximum utilization of exist- 
ing agencies in providing the services. 

This section of; he bill would also amend section 1003 (a) of the 
Social Security Act to delete some obsolete language and make it clear 
that Federal payments to the State with respect to the costs of admin- 
istration of the State plan may include payments with respect to the 
services described above. 

Section 313 of the bill would amend section 1401 of the Social 
Security Act to make it clear that the purpose of title XIV of the act 
includes not only financial assistance, but also services to help needy 
individuals over 18 who are permanently and totally disabled to 
attain self-support or self-care. Section 313 would also amend sec- 
tions 1402 (a) of the act so as to require the approved State plan for 
aid to the permanently and totally disabled to include a description 
of the services, if any, that a State offers to applicants for and recip- 
ients of aid in order to achieve the purposes of this part of the bill, 
including a statement of the steps taken to assure maximum utilization 
of existing agencies in providing the services. 

This section of the bill would also amend section 1403 (a) of the 
Social Security Act to delete some obsolete language and make it clear 
that Federal payments to the State with respect to the costs of 
administration of the State plan may include payments with respect 
to the services described above. 

The amendments made by this part of title III of the bill would be 
effective on enactment, except that the provisions inserting the new 
plan requirement (on the description of the services provided and the 
steps taken to utilize other agencies in the provision of such services) 
sections 311 (b), 312 (b), and 313 (b) of the bill—would not become 
effective until July 1, 1957. 


PART III— EXTENSION OF AID TO DEPENDENT CHILDREN 


Section 321 amends section 406 (a) of the Social Security Act by 
adding “first cousin, nephew or niece” to the list of relatives with 
whom a dependent child may be living and be eligible, with Federal 
matching, for aid to dependent children. 

Section 322 deletes from section 406 (a) of the act the requirement 
of school attendance for otherwise eligible children between 16 and 18 
years of age. 


PART IV—RESEARCH AND TRAINING 





Section 331 adds to title XI of the Social Security Act authorization 
(in a new sec. 1110) for Federal participation in the cost of research or 
demonstration projects (relating to such matters as prevention or 
reduction of dependency or coordination of planning between private 
and public welfare agencies, or to help improve the administration 
and effectiveness of programs carried on or assisted under the Social 
Security Act and related programs) through grants, contracts, or 
jointly financed cooperative arrangements with States, public or 
nonprofit organizations. This section authorizes an appropriation of 
$5 million for the fiscal vear 1957, and such sums thereafter as the 


Congress may determine. 
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The new section 1110 also provides that no contract or arrangement 
may be entered into, and no grant may be made, under the section 
without obtaining the advice and recommendations of competent 
specialists as to the soundness of design of the projects, the possibilities 
for securing productive results, adequacy of resources for conducting 
the projects, etc. Grants, and payments under the contracts or 
arrangements, could be made in advance or by way of reimbursement, 
and in such installments and on such conditions as the Secretary finds 
necessary to carry out the purposes of the section. 

Section 332 adds to title VII of the Social Security Act authorization 
(in a new section 705) for allotting to the States sums which they may 
use for making grants to public or other nonprofit institutions of higher 
learning, conducting special, short courses of study or seminars, ‘and 
establishing and maintaining fellowships or traineeships for training 
public welfare personnel for work in public assistance programs. Т he 
allotment to each State from appropriations under this section would 
be determined on the basis of (1) population, (2) relative need for 
trained public welfare personnel, particularly personnel to provide 
self-support and self-care services, and (3) financial need, of the respec- 
tive States. This allotment would be available for paying the Federal 
share of the expenditures described above. The Federal share would 
be 100 percent for the period beginning July 1, 1957, and ending 
June 36, 1967, and 80 percent thereafter. An appropriation of $5 
million is authorized for the fiscal year 1958, and thereafter such 
amounts as the Congress may determine. 

Payments to the States under this new section 705 would be made 
in advance on the basis of estimates, with necessary adjustments to 
correct any errors being made in future payments. An allotment 
which a State certified it would not use could be reallotted by the 
Secretary to other States that have need for and will be able to use 
sums in excess of their initial allotment. The reallotments would be 
made on the same basis as the origival allotments (i. e., population, 
need for trained personnel, and financial need, of the respective 
States). 

Section 333 amends section 1101 (a) of the act so that the term 
“State” will inelude Alaska, Hawaii the District of Columbia, 
Puerto Rico, and the Virgin Islands for purposes of title VII, just as 
it now does for purposes of titles I, IV, V, X, and XIV of the Social 
Security Act. 


PART V—TEMPORARY EXTENSION OF 1952 MATCHING FORMULA 


In 1952, the Social Security Act was amended to increase the 
proportion of public assistance expenditures made by the States to 
be borne from Federal funds. Such amendments were originally 
made effective for the period ending September 30, 1954; they were 
subsequently extended (by the 19! 54 amendments to the Social 
Security Act) to September 30, 1956. Section 341 would further 
extend this period to June 30, 1959. 


CHANGES IN Existinc Law 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
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is enclosed in black brackets; new matter is printed in italics; existing 
law in which no change is proposed is shown in roman): 


SOCIAL SECURITY ACT 


AN ACT To provide for the general welfare by establishing a system of Federal 
old-age benefits, and by enabling the several States to make more adequate pro- 
vision for aged persons, blind persons, dependent and crippled children, maternal 
and child welfare, public health, and the administration of their unemployment 
compensation laws; to establish a Social Security Board; to raise revenue; and 
for other purposes 
Be it enacted by the Senate and House of Representatives of the United 

States of America in Congress Assembled, 

TITLE I—GRANTS TO STATES FOR OLD-AGE 
ASSISTANCE 


APPROPRIATIONS 


SECTION 1]. * * * 


* ж ж ж t c * 


PAYMENTS TO STATES 


SEc. 3. (a) From the sums appropriated therefor, the Secretary of 
the Treasury shall pay to each State which has an approved plan for 
old-age assistance, for each quarter, beginning with the quarter com- 
mencing October 1, 1952, (1) in the case of any State other than Puerto 
Rico and the Virgin Islands, an amount, which shall be used exclusively 
as old-age assistance, equal to the sum of the following proportions of 
the total amounts expended during such quarter as old-age assistance 
in the form of money payments under the State plan, not counting so 
so much of such expenditure with respect to any individual for any 
month as exceeds $55— 

(A) four-fifths of such expenditures, not counting so much 
of any expenditure with respect to any month as exceeds the 
product of $25 multiplied by the total number of such individuals 
who received old-age assistance in the form of money payments for 
such month; plus 

(B) one-half of the amount by which such expenditures 
exceed the maximum which may be counted under clause (A); 

and (2) in the case of Puerto Rico and the Virgin Islands, an amount, 
which shall be used exclusively as old-age assistance, equal to one-half 
of the total of the sums expended during such quarter as old-age assist- 
ance in the form of money payments under the State plan, not counting 
so much of such expenditure with respect to any individual for any 
month as exceeds $30, and (3) in the case of any State, an amount 
equal to one-half of the total of the sums expended during such 
quarter as found necessary by the Secretary of Health, Education, 
and Welfare for the proper and efficient administration of the State 
plan, which amount shall be used for paying the costs of administering 
the State plan or for old-age assistance, or both, and for no other 
purpose, and (4) in the case of any State, an amount equal to one-half 
of the total of the sums expended during such quarter as old-age assistance 
under the State plan in the form of medical or any other type of remedial 
care (including expenditures for insurance premiums for such care 
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or the cost thereof), not counting vo much of such expenditure for any 
month as exceeds the product of 8 multiplied by the number of individuals 
who received old-age assistance under the State plan for such month. 

* * ж ж ж ж ж 


TITLE II—FEDERAL OLD-AGE AND SURVIVORS INSUR- 
ANCE BENEFITS 


FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND 


SECTION 201. (a) * * * 
* * * * * * k 


(е) It shall be the duty of the Managing Trustee to invest such 
portion of the Trust Fund as is not, in his judgment, required to meet 
current withdrawals. Such investments may be made only in inter- 
est-bearing obligations of the United States or in obligations guaran- 
teed as to both principal and interest by the United States. For such 
purpose such obligations may be acquired (1) on original issue at par, 
or (2) by purchase of outstanding obligations at the market price. 
[The purposes for which obligations of the United States may be issued 
under the Second Liberty Bond Act, as amended, are hereby extended 
to authorize the issuance at par of special obligations exclusively to 
the Trust Fund. Such special obligations shall bear interest at a rate 
equal to the average rate of interest, computed as to the end of the 
calendar month next preceding the date of such issue, borne by all 
interest-bearing obligations of the United States then forming a part 
of the Public Debt; except that where such average rate is not a mul- 
tiple of one-eighth of 1 per centum, the rate of interest of such special 
obligations shall be the multiple of one-eighth of 1 per centum next 
lower than such average rate. Such special obligations shall be issued 
only if the Managing Trustee determines that the purchase of other 
interest-bearing obligations of the United States, or of obligations 
guaranteed as to both principal and interest by the United States on 
original issue or at the market price, is not in the public interest.J 
The purposes for which obligations of the United States may be issued 
under the Second Liberty Bond Act, as amended, are hereby extended to 
authorize the issuance at par of public-debt obligations for purchase by 
the Trust Fund. Such obligations issued for purchase by the Trust Fund 
shall have maturities fixed with due regard for the needs of the Trust Fund 
and bear interest at a rate equal to the average rate of interest, computed 
as to the end of the calendar month next preceding the date of such rssue, 
borne by all marketable interest-bearing obligations of the United States 
then forming a part of the Public Debt that are not due or callable until 
after the expiration of five years from the date of original issue; except 
that where such average rate is not a multiple of one-eighth of 1 per centum, 
the rate of interest of such obligations shall be the multiple of one-eighth 
of 1 per centum nearest such average rate. Such obligations shall be 
Gn for purchase by the Trust Fund only if the Managing Trustee 
determines that the purchase in the market of other interest-bearing 
obligations of the United States, or of obligations guaranteed as to both 
principal and interest by the United States on original issue or at the 
market price, is not in the public interest. 

* ж ж * * * * 
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OLD-AGE AND SURVIVORS INSURANCE BENEFIT PAYMENTS 
OLp-AGE INSURANCE BENEFITS 


Sec. 202. (a) * * * 
c * - * © ж ^ 


Child's Insurance Benefits 


(d) (1) Every child (as defined in section 216 (e)) of an individual 
entitled to old-age insurance benefits, or of an individual who died 
a fully or currently insured individual after 1939, if such child 

(A) has filed application for child's insurance benefits, 
(B) at the time such application was filed was unmarried and 
[had not attained the age of eighteen, and] either (i) had not 
attained the age of eighteen, or (ii) was under a disability (as defined 
in section 223) which began before he attained the age of eighteen, and 
(C) was dependent upon such individual at the time such 
application was filed, or, if such individual has died, was depend- 
ent upon such individual at the time of such individual's death, 
shall be entitled to a child's insurance benefit for each month, begin- 
ning with the first month after August 1950 in which such child 
becomes so entitled to such insurance benefits and ending with the 
month preceding the first month in which any of the following occurs: 
such child dies, marries, is adopted (except for adoption by a step- 
parent, grandparent, aunt, or uncle subsequent to the death of such 
fully or currently insured individual), [or] attains the age of eight- 
een [.] and is not under a disability (as defined in section 223) which 
began before he attained such age, or ceases to be under a disability (as so 
defined) on or after the day on which he attains age eighteen. 

(2) Such child's insurance benefit for each month shall, if the indi- 
vidual on the basis of whose wages and self-employment income the 
child is entitled to such benefit has not died prior to the end of such 
month, be equal to one-half of the old-age insurance benefit of such 
individual for such month. Such child's insurance benefit for each 
month shall, if such individual has died in or prior to such month, 
be equal to three-fourths of the primary insurance amount of such 
individual, except that, if there is more than one child entitled to 
benefits on the basis of such individual’s wages and self-employment 
income, each such child’s insurance benefit for such month shall be 
equal to the sum of (A) one-half of the primary insurance amount 
of such individual, and (B) one-fourth of such primary insurance 
amount divided by the number of such children. 

(3) [A child] A child who has not attained the age of eighteen shall 
be deemed dependent upon his father or adopting father at the time 
specified in paragraph (1) (C) unless, at such time, such individual 
was not living with or contributing to the support of such child and— 

(A) such child is neither the legitimate nor adopted child of 
such individual, or 

(B) such child had been adopted by some other individual, or 

(C) such child was living with and was receiving more than 
one-half of his support from his stepfather. 

(4) [A child] A child who has not attained the age of eighteen shall 
be deemed dependent upon his stepfather at the time specified in 
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paragraph (1) (C) if, at such time, the child was living with or was 
receiving at least one-half of his support from such stepfather. 

(5) [A child] A child who has not attained the age of eighteen shall 
be deemed dependent upon his natural or adopting mother at the 
time specified in paragraph (1) (C) if such mother or adopting mother 
was a currently insured individual. [A child] A child who has not 
attained the age of eighteen shall also be deemed dependent upon his 
natural or adopting mother, or upon his stepmother, at the time 
specified in paragraph (1) (C) if, at such time, (A) she was living 
with or contributing to the support of such child, and (B) either (i) 
such child was neither living with nor receiving contributions from 
his father or adopting father, or (ii) such child was receiving at least 
one-half of his support from her. 

(6) A child who has attained the age of eighteen but who is under a 
disability (as defined in section 223) which began before he attained the 
age of eighteen shall be deemed dependent upon his natural or adopting 
father, his natural or adopting mother, his stepfather, or his stepmother 
at the time specified in paragraph (1) (C) if the child 

(A) was or would, upon filing an application therefor, have been 
entitled to a child’s insurance benefit on the basis of the wages and 
self-employment income of such father, mother, stepfather, or step- 
mother for any month before the month in which he attained the age 
of eighteen, or 

(B) was, at the time specified in paragraph (1) (C), receiving 
at least one-half of his support from such father, mother, stepfather, 
or stepmother. 

Widow’s Insurance Benefits 

(e) (1) The widow (as defined in section 216 (c)) of an individual 
who died a fully insured individual after 1939, if such widow— 

(A) has not remarried, 

(B) has attained [retirement age] age sixty-two, 

(С) (1) has filed application for widow's insurance benefits 
or was entitled, after attainment of [retirement age] age sixty-two, 
to wife’s insurance benefits, on the basis of the wages and self- 
employment income of such individual, for the month preceding 
the month in which he died, or 

(ii) was entitled, on the basis of such wages and self-employ- 
ment income, to mother’s insurance benefits for the month pre- 
ceding the month in which she attained [retirement age] age 
sixty-two, 

(D) was living with such individual at the time of his death, 
and 

(E) is not entitled to old-age insurance benefits, or is entitled 
to old-age insurance benefits each of which is less than three- 
fourths of the primary insurance amount of her deceased husband, 

shall be entitled to a widow’s insurance benefit for each month, begin- 
ning with the first month after August 1950 in which she becomes so 
entitled to such insurance benefits and ending with the month preced- 
ing the first month in which any of the following occurs: she remarries, 
dies, or becomes entitled to an old-age insurance benefit equal to or 
exceeding three-fourths of the primary insurance amount of her 
deceased husband. 
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(2) Such widow's insurance benefit for each month shall be equal 
to three-fourths of the primary insurance amount of her deceased 
husband. 

(8) In the case of any widow of an individual 

(A) who marries another individual, and 
(B) whose marriage to the individual referred to in subparagraph 
(A) is terminated by his death but she is not his widow (as defined 
in section 216 (c)), 
the marriage to the individual referred to in clause (A) shall, for purposes 
of paragraph (1), be deemed not to have occurred. No benefits shall be 
payable under this subsection by reason of the preceding sentence for any 
month prior to whichever of the following is the latest: (i) the month in 
which the death referred to in subparagraph (B) of the preceding sentence 
occurs, (vi) the twelfth month before the month in which such widow files 
application for purposes of this paragraph, or (iii) September 1956. 
* ж ж ж ж ж ж 


Parent's Insurance Benefits 


(h) (1) Every parent (as defined in this subsection) of an individ- 
ual who died a fully insured individual after 1939, if such individual 
did not leave a widow who meets the conditions in subsection (e) (1) 
(D) and (E), a widower who meets the conditions in subsection (f) 
(1) (D), (E), and (F), [or] an unmarried child under the age of 
eighteen deemed dependent on such individual under subsection (d) 
(3), (4), or (5), or an unmarried child who has attained the age of eighteen 
but is under a disability (as defined in section 223) which began before 
he attained such age and who is deemed dependent on such individual 
under subsection (d) (6), and if such parent 

(A) has attained retirement age, 

(B) was receiving at least one-half of his support from such 
individual at the time of such individual’s death and filed proof 
of such support within two years of such date of death, 

(C) has not married since such individual's death, 

(D) is not entitled to old-age insurance benefits, or is entitled 
to old-age insurance benefits each of which is less than three- 
fourths of the primary insurance amount of such deceased indi- 
vidual, and 

(E) has filed application for parent's insurance benefits, 

shall be entitled to a parent's insurance benefit for each month begin- 
ning with the first month after August 1950 in which such parent 
becomes so entitled to such parent's insurance benefits and ending with 
the month preceding the first month in which any of the following 
occurs: such parent dies, marries, or becomes entitled to an old-age 
insurance benefit equal to or exceeding three-fourths of the primary 
insurance amount of such deceased individual. 

(2) Such parent's insurance benefit for each month shall be equal 
to three-fourths of the primary insurance amount of such deceased 
individual. 

(3) As used in this subsection, the term “parent” means the mother 
or father of an individual, a stepparent of an individual by a marriage 
contracted before such individual attained the age of sixteen, or an 
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adopting parent by whom an individual was adopted before he attained 
the age of sixteen. 
* ж t ж 


(o) In any case in which there is a failure- 

(1) to file proof of support under subparagraph (D) of subsection 
(с) (1), clause (i) or (ii) of subparagraph (E) of subsection (f) (1), 
or subparagraph (B) of subsection (h) (1), or under clause (B) of 
subsection (f) (1) of this section as in effect. prior to the Social 
Security Act Amendments of 1950, within the period prescribed by 

such subparagraph or clause, or 
2) to file, in the case of a death after 1946, application for a 
lump-sum death payment under subsection (1), or under subsection 
(9) of this section as in effect prior to the Social Security Act Amend- 
ments of 1950, within the period prescribed by such subsection, 
and it shown to the satisfaction of the Secretary that there was good 
cause for failure to file such proof or application, as the case may be, 
within such period, such proof or application shall be deemed to have 
been filed within such period if it is filed within two years following such 
period or within two years following August 1956, whichever is later. 
The determination of what constitutes good cause for purposes of this 
subsection shall be made in accordance with regulations of the Secretary. 


SUSPENSION OF BENEFITS OF ALIENS WHO ARE OUTSIDE THE UNITED 
STATES 


(p) (1) Notwithstanding any other provision of this title, no monthly 
benefits shall be paid under this section to any individual who is not a 
citizen or national of the United States for any month after the third 
consecutive calendar month during all of which the Secretary finds, on 
the basis of information furnished to him by the Attorney General or 
information which otherwise comes to his attention, that such individual is 
outside the United States and prior to the first month thereafter for all of 
which such individual has been in the United States, unless such individual 
is a citizen of a foreign country which the Secre tary finds has in effect a 
social insurance or pe nsion syste m which is of ge neral application in such 
country, under which periodic benefits, or the acturarial equivalent thereof, 
are paid on account of old age, retirement, or death, and under which 
individuals who are citizens of the United States but not citizens of such 
foreign country and who qualify for such benefits are permitted to receive 
such benefits or the actuarial equivalent thereof while outside such foriegn 
country for periods of three months or longer. 

(2) No person who is, or upon application would be, entitled to a 
monthly benefit under this section for June 1956 shall be deprived, by 
reason of paragraph (1), of such benefit or any other benefit based on the 
wages and self-e mployment income of the individual on whose wages and 
self-employment income such monthly benefit for June 1956 is based. 

(3) If an individual is outside the United States when he dies and no 
benefit may, by reason of paragraph (1), be paid to him for the month 
preceding the month in which he dies, no lump-sum death payment may 
be made on the basis of such individual’s wages and self-employment 
income. 

(4) Subsections (b) and (e) of section 203 shall not apply with respect 
to any individual for any month for which no monthly bencfit may be 
paid to him by reason of paragraph (1) of this subsection. 
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(6) The Attorney General shall certify to the Secretary such informa- 
tion regarding aliens who depart from the United States to any foreign 
country (other than a foreign country which is territorially contiguous 
to the United States) as may be necessary to enable the Secretary to carry 
out the purposes of this subsection and shall otherwise aid, assist, and 
cooperate with the Secretary in obtaining such other information as may 
be necessary to enable the Secretary to carry out the purposes of this 
subsection. 

REDUCTION OF INSURANCE BENEFITS 


Maximum Benefits 


Sec. 203. (a) Whenever the total of monthly benefits to which in- 
dividuals are entitled under section 202 for a month on the basis of 
the wages and self-employment income of an insured individual is 
more than $50 and exceeds (1) 80 per centum of his average monthly 
wage, or (2) one and one-half times his primary insurance amount, 
whichever is the greater, such total of benefits shall, after any deduc- 
tions under this section, after any deductions under section 222 (b), and 
after any reduction under section 224, be reduced to 80 per centum of 
his average monthly wage or to one and one-half times his primary 
insurance amount, whichever is the greater, but in no case to less than 
$50; except that when any of such individuals so entitled would (but 
for the provisions of section 202 (k) (2) (A)) be entitled to child's in- 
surance benefits on the basis of the wages and self-employment income 
of one or more other insured individuals, such total of benefits, after 
any deductions under this section, after any deductions under section 
222 (b), and after any reduction under section 224, shall not be reduced 
to less than 80 per centum of the sum of the average monthly wages 
of all such insured individuals. In any case in which the total of the 
benefits referred to in the preceding sentence, after reduction (if any) 
thereunder, is more than $200, such total shall, notwithstanding the 
provisions of such sentence, be reduced to $200. Whenever a reduc- 
tion is made under this subsection, each benefit, except the old-age 
insurance benefit, shall be proportionately decreased. 


Deductions on Account of Work or Failure to Have Child in Care 


(b) Deductions, in such amounts and at such time or times as the 
Secretary shall determine, shall be made from any payment or pay- 
ments under this title to which an individual is entitled, until the 
total of such deductions equals such individual’s benefit or benefits 
under section 202 for any month— 

(1) in which such individual is under the age of seventy-two 
and for which month he is charged with any earnings under the 
provisions of subsection (e) of this section; or 

(2) in which such individual is under the age of seventy-two 
and on seven or more different calendar days of which he engaged 
in noncovered remunerative activity outside the United States; 
or 

(3) in which such individual, if a wife under retirement age 
entitled to a wife’s insurance benefit, did not have in her care 
(individually or jointly with her husband) a child of her husband 
entitled to a child’s insurance benefit; or 
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(4) in which such individual, if a widow entitled to a mother's 
insurance benefit, did not have in her care a child of her deceased 
husband entitled to a child’s insurance benefit; or 

(5) in which such individual, if a former wife divorced entitled 
to a mother’s insurance benefit, did not have in her care a child 
of her deceased former husband, who (A) is her son, daughter, 
or legally adopted child and (B) is entitled to a child’s insurance 
benefit on the basis of the wages and self-employment income of 
her deceased former husband. 

For purposes of paragraphs (3), (4), and (5), a child shall not be con- 
sidered to be entitled to a child's insurance benefit for any month in which 
an event specified in section 222 (b) occurs with respect to such child. 
No deduction shall be made under this subsection from amy child's 
insurance benefit for the month in which the child entitled to such benefit 
attained the age of eighteen or any subsequent month. 


* * * * * 


ecurrence of More Than One Even 
O f M ri One F t 


(d) If more than one of the events specified in subsections (b) and 
(c) and section 222 (b) occurs in any one month which would occasion 
deductions equal to a benefit for such month, only an amount equal 
to such benefit shall be deducted. The charging of earnings to any 
month shall be treated as an event occurring in such month. 


Months to Which Earnings Are Charged 


(e) For the purposes of subsections (b) and (c) 

(1) If an individual’s earnings for a taxable vear of twelve 
months are not more than $1,200, no month in such year shall be 
charged with any earnings. |f an individual's earnings for a tax- 
able year of less than twelve months are not more than the prod- 
uct of $100 times the number of months in such year, no month 
in such year shall be charged with any earnings. 

(2) If an individual’s earnings for a taxable vear of twelve 
months are in excess of $1,200, the amount of his earnings in 
excess of $1,200 shall be charged to months as follows: The first 
$80 of such excess shall be charged to the last month of such tax- 
able year, and the balance, if any, of such excess shall be charged 
at the rate of $80 per month to each preceding month in such 
year to which such charging is not prohibited by the last sentence 
of this paragraph, until all of such balance has been applied. 
If an individual’s earnings for a taxable year of less than twelve 
months are more than the product of $100 times the number of 
months in such year, the amount of such earnings in excess of 
such product shall be charged to months as follows: The first 
$80 of such excess shall be charged to the last month of such 
taxable year, and the balance, if any, shall be charged at the rate 
of $80 per month to each preceding month in such year to which 
such charging is not prohibited by the last sentence of this para- 
graph, until all of such balance has been applied. Notwith- 
standing the preceding provisions of this paragraph, no part of 
the excess referred to in such provisions shall be charged to any 
month (A) for which the individual whose earnings are involved 
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was not entitled to a benefit under this title, (B) in which an 
event described in paragraph (2), (3), (4), or (5) of subsection 
(b) occurred, (C) in which such individual was age seventy- 
two or over, or (D) in which such individual did not engage in 
self- employment and did not render services for wages (deter- 
mined as provided in paragraph (4) of this subsection) of more 
than $80. 

(3) (A) As used in paragraph (2), the term “last month of 
such taxable year’’ means the latest month in such year to which 
the charging of the excess described in such paragraph is not pro- 
hibited by the application of clauses (A), (B), (C), and (D) 
thereof. 

(B) For purposes of clause (D) of paragraph (2) 

(i) An individual will be presumed, with respect to any 
month, to have been engaged in self-employment in such 
month until it is shown to the satisfaction of the Secretary 
that such individual rendered no substantial services in such 
month with respect to any trade or business the net income 
or loss of which is includible in computing (as provided i 
paragraph (4) of this subsection) his net earnings or net loss 
from self-employment for any taxable year. The Secretary 
shall by regulations prescribe the methods and criteria for 
determining whether or not an individual has rendered sub- 
stantial services with respect to any trade or business. 

(ii) An individual will be presumed, with respect to any 
month, to have rendered services for wages (determined as 
provided in paragraph (4) of this subsection) of more than 
$80 until it is shown to the satisfaction of the Secretary that 
such individual did not render such services in such month 
for more than such amount. 

(4) (A) An individual’s earnings for a taxable year shall be 

) the sum of his wages for services rendered in such year and his 
net earnings from self-employment for such year, minus (ii) апу 
net loss from self-employment for such year. 

(B) In determining an individual’s net earnings from self- 
employment and his net loss from self-employment for purposes 
of subparagraph (A) of this paragraph and subparagraph (B) 
of paragraph (3), the provisions of section 211, other than para- 
graphs (1), (4), and (5) of subsection (c), shall be applicable; 
and any excess of income over deductions resulting from such a 
computation shall be his net earnings from self-employment and 
any excess of deductions over income so resulting shall be his net 
loss from self-employment. 

(C) For purposes of this subsection, an individual’s wages 
shall be computed without regard to the limitations as to amounts 
of — specified in subsections (a), (g) (2), (g) (3), 
(h) (2), and (j) of section 209; and in making an ch computation 
ser ess which do not constitute employment as defined in section 
210, performed within the United States by the individual as an 
employee or performed outside the United States in the active 
military or naval service of the United States, shall be deemed to be 
employment as so defined if the remuneration for such services 
is not includible in computing his net earnings or net loss from 
self-employment. 
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(5) For purposes of this subsection, wages (determined as 
provided in paragraph (4) (C)) whic h, according to reports 
received by the Secretary, are paid to an individual during a tax- 
able year shall be presumed to have been paid to him for services 
performed in such year until it is shown to the satisfaction of 
the Secretary that they were paid for services performed in an- 
other taxable year. If such reports with respect to an individual 
show his wages for a calendar year, such individual’s taxable 
year shall be ‘presumed to be a calendar year for purposes of this 
subsection until it is shown to the satisfaction of the Secretary 
that his taxable year is not a calendar year. 

* * * * ж 


Report of Earnings to Secretary 


(g) (1) If an individual is entitled to any monthly insurance bene- 
fit under section 202 during any taxable year in which he has earn- 
ings or wages, as computed pursuant to paragraph (4) of subsection 
(e), in excess of the product of $100 times the number of months in 
such year, such individual (or the individual who is in receipt of 
such benefit on his behalf) shall make a report to the Secretary of his 
earnings (or wages) for such taxable vear. Such report shall be 
made on or before the fifteenth day of the [third] fourth month 
following the close of such year, and shall contain such information 
and be made in such manner as the Secretary may by regulations 
prescribe. Such report need not be made for any taxable year begin- 
ning with or after the month in which such individual attained the 
age of seventy-two. 

(2) If an individual fails to make a report required under para- 
graph (1), within the time prescribed therein, for any taxable year and 
any deduction is imposed under subsection (b) (1) by reason of his 
earnings for such year, he shall suffer additional deductions as follows: 

(A) if such failure is the first one with respect to which an 
additional deduction is imposed under this paragraph, such addi- 
tional deduction shall be equal to his benefit or benefits for the 
last month of such year for which he was entitled to a benefit 
under section 202; 

(B) if such failure is the second one for which an additional 
deduction is imposed under this paragraph, such additional de- 
duction shall be equal to two times his benefit or benefits for 
the last month of such year for which he was entitled to a benefit 
under section 202; 

(C) if such failure is the third or a subsequent one for which 
an additional deduction is imposed under this paragraph, such 
additional deduction shall be equal to three times his benefit or 
benefits for the last month of such year for which he was entitled 
to a benefit under section 202; 

except that the number of the additional deductions required by this 
paragraph with respect to a failure to report earnings for a taxable 
year shall not exceed the number of months in such year for which 
such individual received and accepted insurance benefits under section 
202 and for which deductions are imposed under subsection (b) (1) 
by reason of his earnings. In determining whether a failure to report 
earnings is the first or a subsequent failure for any individual, all 
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taxable years ending prior to the imposition of the first additional 
deduction under this paragraph, other than the latest one of such 
years, shall be disregarded. 

(3) If the Secretary determines, on the basis of information ob- 
tained by or submitted to him, that it may reasonably be expected 
that an individual entitled to benefits under section 202 for any taxable 
year will suffer deductions imposed under subsection (b) (1) by reason 
of his earnings for such year, the Secretary may, before the close 
of such taxable year, suspend the payment for each month in such 
year (or for only such months as the Secretary may specify) of the 
benefits payable on the basis of such individual’s wages and self- 
employment income; and such suspension shall remain in effect with 
respect to the benefits for any month until the Secretary has determined 
whether or not any deduction is imposed for such month under sub- 
section (b). The Secretary is authorized, before the close of the 
taxable year of an individual entitled to benefits during such year, to 
request of such individual that he make, at such time or times as the 
Secretary may specify, a declaration of his estimated earnings for the 
taxable year and that he furnish to the Secretary such other informa- 
tion with respect to such earnings as the Secretary may specify. <A 
failure by such individual to comply with any such request shall in 
itself coastitute justification for a determination under this paragraph 
that it may reasonably be expected that the individual will suffer 
deductions imposed under subsection (b) (1) by reason of his earnings 
for such year. If, after the close of a taxable year of an individual 
entitled to benefits under section 202 for such year, the Secretary 
requests such individual to furnish a report of earnings (as com- 
puted pursuant to paragraph (4) of subsection (e)) for such taxable 
year or any other information with respect to such earnings which the 
Secretary may specify, and the individual fails to comply with such 
request, such failure shall in itself constitute justification for a deter- 
mination that such individual’s benefits are subject to deductions 
under subsection (b) (1) for each month in such taxable year (or 
only for such months thereof as the Secretary may specify) by reason 
of his earnings for such year. 


[Circumstances Under Which Deductions Not Required 


[(h) Deductions by reason of subsection (b), (f), or (g) shall, not- 
withstanding the provisions of such subsection, be made from the 
benefits to which an individual is entitled only to the extent that they 
reduce the total amount which would otherwise be paid, on the basis 
of the same wages and self-employment income, to him and the other 
individuals living in the same household.J 


CIRCUMSTANCES UNDER WHICH DEDUCTIONS AND REDUCTIONS NOT 
REQUIRED 


(h) In the case of any individual— 

1) deductions by reason of the provisions of subsection (b), (f), 
or (g) of this section, or the provisions of section 222 (b), shall, 
notwithstanding such provisions, be made from the benefits to which 
such individual is entitled, and 





SOCIAL SECURITY AMENDMENTS OF 1956 75 


(2) any reduction by reason of the provisions of section 224 shall, 
notwithstanding the provisions of such section, be made with respect 
to the benefits to which such individual is entitled. 
only to the extent that such deductions and reduction reduce the total 
amount which would otherwise be paid, on the basis of the same wages 
and self-employment income, to such individual and the other individuals 
living in the same household. 

* * * 


Noncovered Remunerative Activity Outside the United States 


(k) An individual shall be considered to be engaged in noncovered 
remunerative activity outside the United States if he performs services 
outside the United States as an employee and such services do not 
constitute employment as defined in section 210 and are not performed 
in the active military or naval service of the United States, or if he car- 
ries on a trade or business outside the United States (other than the 
performance of service as an employee) the net income or loss of which 
(1) is not includible in computing his net earnings from self-employ- 
ment for a taxable year and (2) would not be excluded from net 
earnings from self-employment, if carried on in the United States, 
by any of the numbered paragraphs of section 211 (a). When used 
in the preceding sentence with respect to a trade or business (other 
than the performance of service as an employee), the term ‘United 
States" does not include Puerto Rico or the Virgin Islands in the 
case of an alien who is not a resident of the United States (including 
Puerto Rico and the Virgin Islands); and the term *'trade or busi- 
ness" shall have the same meaning as when used in section 162 of the 
‘Internal Revenue Code of 1954. 

ж * * 


EVIDENCE, PROCEDURE, AND CERTIFICATION FOR PAYMENT 


Suc. 205. (a) * * * 

(b) The Secretary is directed to make findings of fact, and decisions 
as to the rights of any individual applying for a payment under this 
title. [Whenever requested by any such individual or whenever 
requested by a wife, widow, former wife divorced, husband, widower, 
child, or parent who makes a showing in writing that his or her rights 
may be prejudiced by any decision the Secretary has rendered, he 
shall give such applicant and such other individual reasonable notice 
and opportunity for a hearing with respect to such decision, and, if a 
hearing is held, shall, on the basis of evidence adduced at the hearing, 
affirm, modify, or reverse his finding of fact and such decision.] Upon 
request by any such individual or upon request by a wife, widow, former 
wife divorced, husband, widower, child, or parent who makes a showing 
in writing that his or her rights may be prejudiced by any decision the 
Secretary has rendered, he shall give such applicant and such other 
individual reasonable notice and opportunity for a hearing with respect 
to such decision, and, if a hearing is held, shall, on the basis of evidence 
adduced at the hearing, affirm, modify, or reverse his findings of fact and 
such decision. Any such request with respect to such a decision must 
be filed within such period after such decision as may be prescribed in 
regulations of the Secretary, except that the period so prescribed may not 
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be less than six months after notice of such decision is mailed to the 
individual making such request. The Secretary is further authorized, 
on his own motion, to hold such hearings and to conduct such investi- 
gations and other proceedings as he may deem necessary or proper 
for the administration of this title. In the course of any hearing, 
investigation, or other proceeding, he may administer oaths and 
affirmations, examine witnesses, and receive evidence. Evidence may 
be received at any hearing before the Secretary even though inad- 
missible under rules of evidence applicable to court procedure. 
(c) (1) For the purposes of this subsection— 

(A) The term “year” means a calendar year when used with 
respect to wages and a taxable year (as defined in section 211 (e)) 
when used with respect to self-employment income. 

(B) The term “time limitation” means a period of three years, 
[two] three months, and fifteen days. 

(C) The term “survivor” means an indiv idual’s spouse, former 
wife divorced, child, or parent, who survives such individual. 

ж ж ж ж ж ж ж 


(5) After the expiration of the time limitation following any year 
in which wages were paid or alleged to have been paid to, or self- 
employment income was derived or alleged to have been derived by, 
an individual, the Secretary may change or delete any entry with 
respect to wages or self-employment income in his records of such year 
for such individual or include in his records of such year for such 
individual any omitted item of wages or self-employment income but 
only— 

(A) ж ж ж 
ж à * * * * 


(Е) to conform his records to tax returns or portions thereof 
(including information returns and other written statements) 
filed with the Commissioner of Internal Revenue under title VIII 
of the Social Security Act, under subchapter E of chapter 1 or 
нса A of chapter 9 of the Internal Revenue Code of 1939 

r chapters 2 and 21 of the Internal Revenue Code of 1954 or 
nae regulations made under authority of such title or subchap- 
ter or chapter , and to information returns filed by a State pur- 
suant to an agreement under section 218 or regulations of the 
Secretary thereunder; except that no amount of self-employment 
income of an individual for any taxable year (if such return or 
statement was filed after the expiration of the time limitation 
following the taxable year) shall be included in the Secretary’s 
records pursuant to this subparagraph [in excess of the amount 
which has been deleted pursuant to this subparagraph as pay- 
ments erroneously included in such records as wages paid to such 
individual in such taxable year]; 

* * ж ж ж ж ж 


(H) to include wages paid during any period in such year 
to an individual by an employer if there is an absence of an 
entry in the Secretary's records of wages having been paid by 
such employer to such individual in such period; [or] 

(I) to enter items which constitute remuneration for employ- 
ment under subsection (0), such entries to be in accordance with 
certified reports of records made by the Railroad Retirement 
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Board pursuant to section 5 (k) (3) of the Railroad Retirement 
Act of 1937. ] or 

(J) to include чони income for any taxable year, up 
to, but not in excess of, the amount of wages deleted by the Secretary 
as payments erroneously included in such records as wages paid to 
such individual, if such income (or net earnings from self-employ- 
ment), not already included in such records as self-employment 
income, is included in a return or statement (referred to in sub- 
paragraph (F)) filed before the expiration of the time limitation 
following the taxable year in which such deletion of wages is made. 
+ * ж ж ж ж > 


DEFINITIONS OF WAGES 


SEc. 209. For the purposes of this title, the term '*wages" means 
remuneration paid prior to 1951 which was wages for the purposes of 
this title under the law applicable to the payment of such remunera- 
tion, and remuneration paid after 1950 for employment, including the 
cash value of all remuneration paid in any medium other than cash; 
except that, in the case of remuneration paid after 1950, such term 
shall not include— 

(a) * * * 
ж ж ж ж ж * * 


(h) (1) Remuneration paid in any medium other than cash 
for agricultural labor; 

[(2) Cash remuneration paid by an employer in any calendar 
vear to an employee for agricultural labor, if the cash remunera- 
tion paid in such year by the employer to the employee for such 
labor is less than $100;] 

(2) Cash remuneration paid by an employer in any calendar 
year to an employee for agricultural labor unless (A) the cash 
remuneration paid in such year by the employer to the employee for 
such labor is $200 or more, or (B) the employee performs agric ultural 
labor for the employer on thirty days or more during such year for 
cash remuneration computed on a time basis; 

* * ж ж ж к ж 


DEFINITION OF EMPLOYMENT 
Sec. 210. For the purposes of this title— 
Employment 


(a) The term “employment”? means any service performed after 
1936 and prior to 1951 which was employment for the purposes of 
this title under the law applicable to the period in which such service 
was performed, and any service, of whatever nature, performed after 
1950 either (A) by an ‘employee for the person employing him, irre- 
spective of the citizenship or residence of e 'ither, (i) within the United 
States, or (ii) on or in connection with an American vessel or American 
aircraft under a contract of service which is entered into within the 
United States or during the performance of which and while the 
employee is employed on the vessel or aircraft it touches at & port 
in the United States, if the employee is employed on and in connection 
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with such vessel or aircraft when outside the United States, or (B) 
outside the United States by a citizen of the United States as an em- 
ployee (i) of an American employ er (as defined in subsection (e)), 
or (ii) of a foreign subsidiary (as defined in section 3121 (1) of the 
Internal Revenue Code of 1954) of a domestic corporation (as de- 
termined in accordance with section 7701 of the Internal Revenue 
Code of 1954) during any period for which there is in effect an agree- 
ment, entered into pursuant to section 3121 (1) of the Internal Revenue 
Code of 1954, with respect to such subsidiary; except that, in the case 
of service performed after 1950, such terms shall not include— 

(1) (A) ? * * 

(B) Service performed by foreign agricultural workers (i) under 
contracts entered into in accordance with title V of the Agricul- 
tural Act of 1949, as amended, or (ii) lawfully admitted to the 
United States from the Bahamas, Jamaica, and the other British 
West Indies, or from any foreign country or possession thereof, on a 
temporary basis to perform agricultural labor; 

* ES ж ж ^ * * 


(14) (A) Service performed by an individual under the age 
of eighteen in the delivery or distribution of newspapers or shop- 
ping news, not including delivery or distribution to any point for 
subsequent delivery or distribution; 

(B) Service performed by an individual in, and at the time of, 
the sale of newspapers or magazines to ultimate consumers, under 
an arrangement under which the newspapers or magazines are to 
be sold by him at a fixed price, his compensation being based on 
the retention of the excess of such price over the amount at which 
the newspapers or magazines are charged to him, whether or not 
he is guaranteed à minimum amount of compensation for such 
service, or is entitled to be credited with the unsold newspapers 
or magazines turned back; [or] 

(15) Service performed in the employ of an international! 
organization entitled to enjoy privileges, exemptions, and immu- 
nities as an international organization under the International 
Organizations Immunities Act (59 Stat. 669) [.]; or 

(16) Service performed by an individual under an arrangement 
with the owner or tenant of land pursuant to which 

(A) such individual undertakes to produce agricultural or 
horticultural commodities (including E: bees, poultry, 
and fur-bearing animals ini wildlife) on such land, 

(B) the agricultural or horticultural commodities produced 
by such individual, or the proceeds therefrom, are to be divided 
between such individual and such owner or tenant, and 

(C) the amount of such individual’s share depends on the 
amount of the agricultural or horticultural commodities produced. 

* * ж ж s * 


Crew leader 


(m) The term “crew leader” means an individual who furnishes 
individuals to perform agricultural labor for another person, if such 
individual pays (either on his own behalf or on behalf of such person) 
the individuals so furnished by him for the agricultural labor performed 
by them and if such individual has not entered into a written agreement 
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with such person whereby such individual has been designated as an 
employee of such person; and such individuals furnished by the crew 
leader to perform agricultural labor for another person shall be deemed 
to be the employees of such crew leader. A crew leader shall, with respect 
to service performed in furnishing individuals to perform agricultural 
labor for another person, and services performed as a member of the crew, 
be deemed not to be an employee of such other person. 


SELF-EMPLOYMENT 
Sec. 211 For the purposes of this title— 
Net Earnings From Self-Employment 


(a) The term “net earnings from self-employment” means the gross 
income, as computed under Subtitle A of the Internal Revenue Code 
of 1954, derived by an individual from any trade or business carried 
on by such individual, less the deductions allowed under such subtitle 
which are attributable to such trade or business, plus his distributive 
share (whether or not distributed) of income or loss described in 
section 702 (a) (9) of the Internal Revenue Code of 1954, from any 
trade or business carried on by a partnership of which he is a member; 
except that in computing such gross income and deductions and such 
distributive share of partnership ordinary income or loss— 

(1) There shall be excluded rentals from real estate and from 
personal property leased with the real estate (including such 
rentals paid in crop shares), together with the deductions attribu- 
table thereto, unless such rentals are received in the course of a 
trade or business as a real estate dealer; except that the preceding 
provisions of this paragraph shall not apply to any income derived 
by the owner or tenant of land if (A) such income is derived under 
an arrangement, between the owner or tenant and another individual, 
which provides that such other individual shall produce agricultural 
or horticultural commodities (including livestock, bees, poultry, and 
fur-bearing animals and wildlife) on such land, and that there shall 
be material participation by the owner or tenant in the production of 
such agricultural or horticultural commodities, and (B) there is ma- 
terial participation by the owner or tenant with respect to any such 
agricultural or horticultural commodity; 

ж * * * ж * - 


(7) An individual who is— 
(A) a duly ordained, commissioned, or licensed minister 
of a church or a member of a religious order; and 
(B) a citizen of the United States performing service 
described in subsection (c) (4) as an employee of an Ameri- 
can employer (as defined in section 210 (e)) or as a minister 
in'a foreign country who has a congregation which is composed 
predominantly of citizens of the United States 
shall compute his net earnings from self-employment derived 
from the performance of service described in subsection (c) (4) 
without regard to section 911 (relating to earned income from 
sources without the United States) and section 931 (relating to 
income from sources within possessions of the United States) of 
the Internal Revenue Code of 1954. 
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If the taxable year of a partner is different from that of the partner- 
ship, the distributive share which he is required to include in com- 
puting his net earnings from self-employment shall be based upon the 
ordinary net income or loss of the partnership for any taxable vear 
of the partnership (even though beginning prior to 1951) ending 
within or with his taxable year. [In the case of any trade or business 
which is carried on by an individual who reports his income on a 
cash receipts and disbursements basis, and in which, if it were carried 
on exclusively by employees, the major portion of the serv М es would 
constitute agricultural labor as defined in section 210 (f), (i) if the 
gross income derived from such trade or business by such individual 
is not more than $1,800, the net earnings from self-employment 
derived by him therefrom may, at his option, be deemed to be 50 per 
centum of such gross income in lieu of his net earnings from self- 
employment from such trade or business « 'omputed as provided under 
the preceding provisions of this subsection, or (ii) if the gross income 
derived from such trade or business by such individual is more than 
$1,800 and the net earnings from self-employment derived by him 
therefrom, as computed under the preceding provisions of this sub- 
section, are less than $900, such net earnings may instead, at the option 
of such individual, be deemed to be $900. For the purpose of the 
preceding sentence, gross income derived from such trade or business 
shall mean the gross receipts from such trade or business reduced by 
the cost or other basis of property which was purchased and sold in 
carrying on such trade or business, adjusted (after such reduction) 
in accordance with the preceding provisions of this subsection.] 
In the case of any trade or business which is carried on by an individual 
or by a partnersh ip and in wh ich, if such trade or business were carr ed 
on exclusively by employees, the major portion of the services would 
constitute agricultural labor as defined in section 210 (f) 

(4) in the Case of an individual, if the gross income di rived by 
him from such trade or business is not more than $1,200, the net 
earnings from self-employment derived by him from such trade or 
business may, at his option, be deemed to be the gross income derived 
by him from such trade or business; or 

(11) in the case of an individual, if the gross income derived by 
him from such trade or business is more than $1,200 and the net 
earnings from self- m aliens аж rived by h im from such tradi or 
business (computed under this subsection without regard to this 
sentence) are less than $1,200, the net earnings from self-employment 
di rived by him from such trade or business may, at his option, he 
deemed to be $1,200; and 

(iii) in the case of a member of a partnership, if his distributive 
share of the gross income of the partnership derived from such trade 
or business (after such gross income has been reduced by the sum 
of all payments to which section 707 (c) of the Internal Revenue 
Code of 1954 applies) is not more than $1,200, his distributive 
share of income described in section 702 (a) (9) of such code derived 
from such trade or business may, at his option, be deemed to be an 

amount equal to his distributive share of the gross income of the 
partnership derived from such trade or business (after such gross 
income has been so reduced); or 

(iv) in the case of a member of a partnership, if his distributive 
share of the gross income of the partnership derwed from such trade 
or business (after such gross income has been reduced by the sum of all 
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payments to which section 707 (c) of the Internal Revenue Code of 
1954 applies) is more than $1,200 and his distributive share (whether 
or not distributed) of income described in section 702 (a) (9) of such 
code derived from such trade or business (computed under this sub- 
section without regard to this sentence) is less than $1,200, his 
distributive share of income described in such section 702 (a) (9) 
derived from such trade or business may, at his option, be deemed to 
be $1,200. 
For purposes of the preceding sentence, gross income means— 
(v) in the case of any such trade or business in which the income is 
computed under a cash receipt: and disbursements method, the gross 
receipts from such trade or business reduced by the cost or other basis 
of property which was purchased and sold in carrying on such trade 
or business, adjusted (after such reduction) in accordance with the 
provisions of paragraphs (1) through (7) of this subsection; and 
(vi) in the case of any such trade or business in which the income 
is computed under an accrual method, the gross income from such 
trade or business, adjusted in accordance with the provisions of 
paragraphs (1) through (7) of this subsection; 
and, for purposes of such sentence, if an individual (ineluding a ере 
of a partnership) derives gross income from more than one such trade o 
business, such gross income (including his distributive share of the gross 
income of any partnership derived from any such trade or business) shall 
be deemed to have been derived from one trade or business. 

* * * * * ж 


'Trade or Business 


(c) The term “trade or business”, when used with reference to self- 
employment income or net earnings from self-employment, shall have 
the same meaning as when used in section 162 of the Internal Revenue 
Code of 1954, except that such term shall not include 

(1) The performance of the functions of a public office; 

(2) The performance of service by an individual as an em- 
ployee (other than service described in section 210 (a) (14) 
(B) performed by an individual who has attained the age of 
[eighteen and other than] eighteen, service described in section 
210 (a) (16), and service described in paragraph (4) of this sub- 
section): 

* * * ж ж ж ж 


[(5) The performance of service by an individual in the exercise 
of his profession as a physician, lawyer, dentist, osteopath, veteri- 
narian, chiropractor, naturopath, optometrist, or Christian 
Science practitioner; or the performance of such service by a 
partnership. ] 

(5) The performance of service by an individual in the exercise 
of his profe. ssion as a doctor of medicine, doctor of osteopathy, « 
Christian Science practitioner; or the performance of such service 
by a partnership. 


* ж ж 
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QUARTER AND QUARTER OF COVERAGE 
Definitions 


Sec. 213. (a) For the purpose of this title— 

(1) ж ж ж 

EE | 

(B) The term “quarter of coverage" means, in the case of a quarter 
occurring after 1950, a quarter in which the individual has been paid 
$50 or more in wages (except wages for agricultural labor paid after 
1954) or for which he has been credited (as determined under section 
212) with $100 or more of self-employment income, except that— 

(i) * * * 
- > ж ж + ж * 


(iv) if an individual is paid wages for agricultural labor in a 
calendar year after 1954, then, subject to clause (1), (a) the last 
quarter of such year which can be but is not otherwise a quarter 
of coverage shall be a quarter of coverage if such wages equal or 
exceed $100 but are less than $200; (b) the last two quarters of 
such year which can be but are not otherwise quarters of coverage 
shall be quarters of coverage if such wages equal or exceed $200 
but are less than $300; (c) the last three quarters of such year 
which can be but are not otherwise quarters of coverage shall be 
quarters of coverage if such wages equal or exceed $300 but are 
less than $400; and (d) each quarter of such year which is not 
otherwise a quarter of coverage shall be a quarter of coverage if 
such wages are $400 or more; and 
* * + ж + ^ > 


INSURED STATUS FOR PURPOSES OF OLD-AGE AND SURVIVORS INSURANCE 
BENEFITS 


Sec. 214. For the purposes of this title— 


Fully Insured Individual 
e) 0) 7.75 


* * * ы 5 * * 


[(3) In the case of any individual who did not die prior to January 
1, 1955, the term “fully insured individual" means any individual who 
meets the requirements of paragraph (2) and, in addition, any individ- 
ual with respect to whom all of the quarters elapsing after 1954 and 
prior to (1) July 1, 1956, or (ii) if later, the quarter in which he 
attained retirement age or died, whichever first occurred, are quar- 
ters but only if there are not fewer than six of such quarters so 
elapsing.] 

(3) In the case of any individual who did not die prior to January 1, 
1955, the term “fully insured individual" means any individual who 
meets the requirements of paragraph (2) and, in addition, any individual 
with respect to whom all but four of the quarters elapsing after 1954 and 
prior to (i) July 1, 1957, or (ii) if later, the quarter in which he attained 
retirement age or died, whichever first occurred, are quarters of coverage, 
but only if not fewer than six of such quarters so elapsing are quarters 
of coverage. 


* 
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COMPUTATION OF PRIMARY INSURANCE AMOUNT 


Sec. 215. For the purposes of this title— 


Primary Insurance Amount 


(a) жж ж 
Average Monthly Wage 


[(b) (1) An individual's *average monthly wage" shall be the quo- 
tient obtained by dividing the total of his wages and self-employment 
income after his starting date (determined under paragraph (2)) and 
prior to his closing date (determined under paragraph (3)), by the 
number of months elapsing after such starting date and prior to such 
closing date, excluding from such elapsed months any month in any 
year prior to the year in which he attained the age of twenty-two 1f 
less than two quarters of such prior year were quarters of coverage, 
and any month in any quarter any part of which was included in a 
period of disability (as defined in section 216 (i)) unless such quarter 
was a quarter of coverage, except that when the number of such 
elapsed months thus computed (including a computation after the 
application of paragraph (4)) is less than eighteen, it shall be increased 
to eighteen. J 
(b) (1) An individual's “average monthly wage” shall be the quo- 
tient obtained by dividing the total of his wages and self-employment 
income after his starting date (determined under paragraph (2)) and 
prior to his closing date (determined under paragraph (3)), by the number 
of months elapsing after such starting date and prior to such closing date, 
excluding from such elapsed months— 
(A) the months in any year prior to the year in which he attained 
the age of twenty-two if less than two quarters of such prior year 
were quarters of coverage, and 
(B) the months in any year any part of which was included in 
a period of disability except the months in the year in whieh such 
period of disability began if their inclusion in such elapsed months 
(together with the inclusion of the wages paid in and self-employment 
income credited to such year) will result in a higher primary insur- 
ance amount, 
Nowithstanding the preceding provisions of this paragraph when the 
number of the elapsed months computed under such provisions (including 
a computation after the ap lication of paragraph (4 )) is less than « ightee п, 
it shall be increased to eighteen. 

ж ж ж * * * 5 


(4) In the case of any individual, the Secretary shall determine 
the [four] five or fewer full calendar years after his starting date and 
prior to his closing date which, if the months of such years and his 
wages and self-employment income for such years were excluded in 
computing his average monthly wage, would produce the highest 
primary insurance amount. Such months and such wages and self- 
employment income shall be excluded for purposes of computing such 
individual’s average monthly wage. [The maximum number of 
calendar years determined under the first sentence of this paragraph 
shall be five instead of four in the case of any individual who has not 
less than twenty quarters of coverage.] 

* * * * 
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Primary Insurance Benefit and Primary Insurance Amount for 
Purposes of Conversion Table 


(d) For the purposes of subsection (c), the primary insurance 
benefits and the primary insurance amounts of individuals shall be 
determined as follows: 

(1) ж ж ж 

ж * . * a ^ * 

(5) In the case of any individual to whom paragraph (1), (2), 
or (4) of this subsection is applicable, his primary insurance benefit 
shall be computed as provided therein except that, for purposes of 
paragraphs (1) and (2) and subparagraph (C) of paragraph (4), 
[any quarter prior to 1951 any part of which was included in a period 
of disability shall be excluded from the elapsed quarters unless it was 
a quarter of coverage, and any wages paid in any such quarter shall 
not be counted.] a// quarters, in any year prior to 1951 any part of 
which was included in a period of disability, shall be excluded from the 
elapsed quarters and any wages paid in such year shall not be counted. 
Notwithstanding the preceding sentence, the quarters in the year in which 
a period of disabili ty began shall not be excluded from the elapsed quarters 
and the wages paid in such year shall be M if the inclusion of such 
quarters and the counting of such wages result in a higher primary 
insurance amount. 

» * * 
3 


Certain Wages and Self-Employment Income Not To Be Counted 


(e) For the purposes of subsections (b) and (d) (4) 
(1) ж ж ж 
ж ж ж ж ж ж ж 
[(4) in computing an individual's average monthly wage, there 
shall not be taken into account (A) any wages paid such indi- 
vidual in any quarter any part of which was included in a period 
of disability unless such quarter was a quarter of coverage, or 
(B) any self-employment income of such individual for any 
taxable year all of which was included in a period of disability.] 
(4) in computing an individual's average monthly wage, there | 
shall not be counted— | 
(A) any wages paid such individual in any year any part 
of which was included in a period of disability, or 
(B) any self-employment income of such individual credited 
pursuant to section 212 to any year any part of which was 
included in a period of disability, 
unless the months of such year are included as elapsed months 
pursuant to section 215 (b) (1) (B). 
* ж 


ж ж 
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ж ж 











Rounding of Benefits 





(g) The amount of any primary insurance amount and the amount 
of any monthly benefit computed under section 202 which (after reduc- 
tion under [section 203 (a)) ] sections 208 (a) and 224) is not a multiple 
of $0.10 shall be raised to the next higher multiple of $0.10. 
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OTHER DEFINITIONS 
Sec. 216. For the purposes of this title— 


Retirement Age 
(a) ж жж 


ж 5 * * 
Disability ; Period of Disability 


(i) (1) [The] Except for purposes of sections 202 (d), 223, and 225, 
the term “disability’’ means (A) inability to engage in any substantial 
gainful activity by reason of any medically determinable physical or 
mental impairment which can be expected to result in death or to be 
of long-continued and indefinite duration, or (B) blindness; and the 
term ‘blindness’? means central visual acuity of 5/200 or less in the 
better eye with the use of a correcting lens. An eye in which the visual 
field is reduced to five degrees or less concentric contraction shall be 
considered for the purpose of this paragraph as having a central visual 
acuity of 5/200 or less. An individual shall not be considered to be 
under a disability unless he furnishes such proof of the existence thereof 
as may be required. Nothing in this title shall be construed as au- 
thorizing the Secretary or any other officer or employee of the United 
States to interfere in any way with the practice of medicine or with 
relationships between practitioners of medicine and their patients, or 
to exercise any supervision or control over the administration or oper- 
ation of any hospital. 

* * 


VOLUNTARY AGREEMENTS FOR COVERAGE OF STATE 
AND LOCAL EMPLOYEES 


Purpose of Agreement 


Suc. 218. (a) * * * 


* * * ж + * 


Positions Covered by Retirement Systems 
(d) (1) ж ж ж 


ж ж > * ж ж ж 


(6) If a retirement system covers positions of employees of the 
State and positions of employees of one or more political subdivisions 
of the State, or covers positions of employees of two or more political 
subdivisions of the State, then, for purposes of the preceding para- 
graphs of this subsection, there shall, if the State so desires, be deemed 
to be a separate retirement system with respect to any one or more of 
the political subdivisions concerned and, where the retirement system 
covers positions of employees of the State, a separate retirement sys- 
tem with respect to the State or with respect to the State and any 
one or more of the political subdivisions concerned. If a retirement 
system covers positions of employees of one or more institutions of 
higher learning, then, for purposes of such preceding paragr aphs there 
shall, if the State so desires, be deemed to be a separate retirement 
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system for the employees of each such institution of higher learning. 
For the purposes of this paragraph, the term “institutions of higher 
learning" includes junior colleges and teachers’ colleges. For the pur- 
poses of this subsection, any retirement system established by the State of 
Georgia, Indiana, New York, North Dakota, Pennsylvania, Tennessee, 
Washington, Wisconsin, or the Territory of Hawaii, or any political 
subdivision of any such State, which, on, before, or after the date of enact- 
ment of this sentence is divided into two divisions or parts, one of which 
ıs composed of positions of members of such system who desire coverage 
under an agreement under this section and the other of which is composed 
of positions of members of such system who do not desire such coverage, 
shall, if the State or Territory so desires and if it is provided that there 
shall be included in such division or part composed of members desiring 
such coverage the positions of individuals who become members of such 
system after such coverage is extended, be deemed to be a separate retire- 
ment system with respect to each such division or part. The position of 
any individual which is covered by any retirement system to which the 
preceding sentence is applicable shall, if such individual is ineligible to 
become a member of such system on the date of enactment of such sentence 
or, if later, the day he first occupies such position, be deemed to be covered 
by the separate retirement system consisting of the positions of members 
of the division or part who do not desire coverage under the insurance 
system established under this title. For the purposes of this subsection, 
in the case of any retirement system of the State of Georgia, North Dakota, 
Pennsylvania, Washington, or the Territory of Hawaii which covers 
positions cf employees of such State or Territory who are compensated in 
whole or in part from grants made to such State under title III of the 
Social Security Act, there shall be decmed to be, if such State or Territory 
so desires, a se parate retirement system with re spect to any of the following: 

(A) the positions of such employees; (B) the positions of all employees of 
ма State or Territory covered by such retirement system who arc em- 
ployed in the department of such State or Territory in which the employees 
referred to in clause (A) are employed; or (C) employees of such State or 
Territory covered by such retirement system who are employed in such 
department of such State or Territory in positions other than those referred 
to in clause (A). 

* * * * * ж ж 


(p) Any agreement with the State of North Carolina, South Carolina, 
or South Dakota entered into pursuant to this section prior to the date of 
enactment of this subsection may, notw ithstanding the provisions of sub- 
section (d) (5) (A) and the references thereto in subsections (d) (1) and 
(d) (3), be modified pursuant to subsection (c) (4) to apply to ee 
performed by em ployees of such State or any political subdivision thereof 
in any policeman’s or fireman’s position covered by a retirement system 
in effect on or after the date of the enactment of this subsection, but only 
upon compliance with the requirements of subsection (d) (3). For the 
purposes of the preceding sentence, a retirement system which covers 
positions of policemen or firemen, or both, and other positions shall, if 
the State concerned so desires, be deemed to be a separate retirement sys- 
tem with respect to the positions of such policemen or firemen, or both, 
as the case may be. 


ж ж ж ж 


c 
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DISABILITY DETERMINATIONS 


Sec. 221. (a) In the case of any individual, the determination of 
whether or not he is under a disability (as defined in section 216 (i) 
or 228) and of the day such disability began, and the determination 
of the day on which such disability ceases, shall, except as provided 
in subsection (g), be made by a State agency pursuant to an agree- 
ment entered into under subsection (b). Except as provided in 
subsections (c) and (d), any such determination shall be the determi- 
nation of the Secretary for purposes of this title. 

* * * * * ж * 


(c) The Secretary may on his own motion review a determination, 
made by a State agency pursuant to an agreement under this section, 
that an individual is under a disability (as defined in section 216 (1) 
or 223) and, as a result of such review, may determine that such indi- 
vidual is not under a disability (as so defined) or that such disability 
began on a day later than that determined by such agency, or that 
such disability ceased on a day earlier than that determined by such 
agency. 

* * * * * * * 


[REFERRAL FOR REHABILITATION SERVICES 


[Sec. 222. It is hereby declared to be the policy of the Congress in 
enacting the preceding section that disabled individuals applying 
for a determina. ion of disability shall be promptly referred to the 
State agency or agencies administering or supervising the adminis- 
tration of the State plan approved under the Vocational Rehabilita- 
tion Act for necessary vocational rehabilitation services, to the end 
that the maximum number of disabled individuals may be restored 
to productive activity.] 


REHABILITATION SERVICES 
Referral for Rehabilitation Services 


Sec, 222. (a) It is hereby declared to be the policy of the Congress 
that disabled individuals applying for a determination of disability, and 
disabled individuals who are entitled to child’s insurance benefits, shall be 
promptly referred to the State agency or agencies administering or super- 
vising the administration of the State plan approved under the Vocational 
Rehabilitation Act for necessary vocational rehabilitation services, to the 
end that the maximum number of such individuals may be rehabilitated 
into productive activity. 


Deductions on Account of Refusal To Accept Rehabilitation Services 


(6) Deductions, in such amounts and at such time or times as the 
Secretary shall determine, shall be made from any payment or payments 
under this title to which an individual is entitled, until the total of such 
deductions equals such individual’s benefit or benefits under section 202 for 
any month in which such individual, if a child who has attained the age 
of eighteen and is entitled to child’s insurance benefits, refuses without 
good cause to accept rehabilitation services available to him under a 
State pe approved under the Vocational Rehabilitation Act. Any 
individual who is a member or adherent of any recognized church or 
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religious sect which teaches its members or adherents to rely solely, in the 
treatment and cure of any physical or mental impairment, upon prayer 
or spiritual means through the application and use of the tenents or teach- 
ings of such church or sect, and who, solely because of his adherence to 
the teachings or tenents of such church or sect, refuses to accept rehabilita- 
tion services available to him under a State plan approved under the 
Vocational Rehabilitation Act, shall, for the purposes of the preceding 
sentence of this subsection, be deemed to have, done so with good cause. 


Services Performed Under Rehabilitation Program 


(c) For purposes of sections 216 (i) and 228, an individual shall not 
be regarded as able to engage in substantial gainful actwity solely by 
reason of services rendered by him pursuant to a program for his rehabilita- 
tion carried on under a State plan approved under the Vocational Re- 
habilitation Act. This subsection shall not apply with respect to any 
such services rendered after the eleventh month following the first month 
during which such services are rendered. 


DEFINITION [OF DISABILITY FOR PURPOSES OF CHILD'S 
lBiNsURANCE BENEFITS 


Sec. 223. For purposes of sections 202 (d) and (225), the term 
"disability" means inability to engage in any substantial gainful activity 
by reason of any medically determinable physical or mental impairment 
which can be expected to result in death or to be of long-continued and 
indefinite duration. An individual shall not be considered to be under a 
disability unless he furnishes such proof of the existence thereof as may 
be required. 


REDUCTION OF BENEFITS BASED ON DISABILITY 


224. (a) If— 

(1) any individual is entitled to a child’s insurance benefit for 
the month in which he attained the age of eighteen or any subsequent 
month, and 

(2) either (A) it is determined by any agency of the United States 
under any other law of the United States or under a system estab- 
lished by such agency that a periodic benefit is payable by such 
agency for such month to such individual, and the amount of or 
eligibility for such periodic benefit is based (in whole or in part) 
on. à physical or mental impairment of such individual, or (B) it is 
determined that a periodic benefit is payable for such month to such 
individual under a workmen's compensation law or plan of a State 
on account of a physical or mental impairment of such individual, 

then such child’s insurance benefit shall be reduced (but not below zero) 
by an amount equal to such periodic benefit or benefits for such month. 

If the periodic benefit or benefits referred to in paragraph (2) exceed such 

child’s insurance benefit, the monthly benefit for such month to which an 

individual is entitled under subsection (b) or (g) of section 202 shall 
also be reduced (but not below zero) by the amount of such excess, but 
only if such individual would not be entitled to such monthly benefit if 
she did not have such child in her care (individually or jointly with her 
husband, in the case of a wife). 

(b) If any periodic benefit referred to in subsection (a) (2) is determined 
to be payable on other than a monthly basis (excluding a benefit payable 
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in a lump sum unless it is a commutation of, or a substitute for, periodic 
payments), reduction of the benefits wnder ‘this section shall be made at 
such time or times and in such amounts as the Secretary finds. will 
approximate, as nearly as practicable, the reduction prescribed in sub- 
section (a). 

(c) In order to assure that the purposes of this section will be carried 
out, the Secretary may, as a condition to certification for payment of any 
monthly insurance benefit payable to.an individual under this title (if it 
appears to him that such indwidual may be eligible for a periodic benefit 
which would give rise to a reduction under this section), require adequate 
assurance of reimbursement to the Trust Fund in case periodic benefits, 
with respect to which such a reduction should be made, become payable 
to such individual and such reduction is not made. 

(d) Any agency of the United States which is authorized by any law 
of the United States to pay periodic benefits, or has a system of periodic 
benefits, which are based in whole or in part on physical or mental im- 
pairment, shall (at the request of the Secretary) certify to him, with respect 
to any individual, such information as the Secretary deems necessary to 
carry out his functions under subsection (a). 

(e) For purposes of this section, the term “agency of the United States’ 
Means any departme nt or other agency of the l "nited States or an y instru- 
mentality which is wholly owned by the United States 


, 


SUSPENSION OF BENEFITS BASED ON DISIBILITY 


Src. 225. If the Secretary, on the basis of information obtained by 
or submitted to him, believes that a child who has attained the age of 
eighteen and is entitled to benefits under section 202 (d) may have ceased 
to be under a disability, the Secretary may suspend the payment of 
benefits under such section until it is determined (as provided in section 
221) whether or not such individual’s disability has ceased or until the 
Secretary believes that such disability has not ceased. In the case of any 
individual whose disability is subject to determination under an agreement 
with a State under section 221 (b), the Secretary shall promptly notify 
the appropriate State of his action under this subsection and shall request 
a prompt determination of whether such individual's disability has ceased. 
For purposes of this section, the term "disability" has the meaning 
assigned to such term in section 223. 

* à * * * 5 ^ 


TITLE IV—GRANTS TO STATES FOR AID TO DEPENDENT 
CHILDREN 


APPROPRIATION 


Section 401. [For the purpose of enabling each State to furnish 
financial assistance, as far as practicable under the conditions in such 
State, to needy dependent children, there is hereby authorized to be 
appropriated for the fiscal year ending June 30, 1936, the sum of 
$24,750,000, and there is hereby authorized to be appropriated for 
each fiscal year thereafter a sum sufficient to carry out the purposes 
of this title.] For the purpose of encouraging the care of dependent 
children in their own homes or in the homes of relatives by enabling each 
State to furnish financial assistance and other services, as far as practi- 
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cable under the conditions in such State, to needy dependent children 
and the parents or relatives with whom they are living to help maintain 
and strengthen family life and to help such parents or relatives to attain 
the maximum self-support and personal independence consistent with the 
maintenance of continuing parental care and protection, there is hereby 
authorized to be appropriated for each fiscal year a sum sufficient to 
carry out the purposes of this title. The sums made available under 
this section shall be used for making payments to States which have 
submitted, and had approved by the Secretary of Health, Education, 
and Welfare, State plans for aid to dependent children. 


STATE PLANS FOR AID TO DEPENDENT CHILDREN 


Suc. 402. (a) A State plan for aid to dependent children must (1) 
provide that it shall be in effect in all political subdivisions of the 
State, and, if administered by them, be mandatory upon them; (2) 
provide for financial participation by the State; (3) either provide 
for the establishment or designation of a single State agency to 
administer the plan, or provide for the establishment or designation 
of a single State agency to supervise the administration of the plan; 
(4) provide for granting an opportunity for a fair hearing before the 
State agency to any individual whose claim for aid to dependent chil- 
dren is denied or is not acted upon with reasonable promptness; (5) 
provide such methods of administration (including after January 1, 
1940, methods relating to the establishment and maintenance of per- 
sonnel standards on a merit basis, except that the Secretary shall 
exercise no authority with respect to the selection, tenure of office, and 
compensation of any individual employed in accordance with such 
methods) as are found by the Secretary to be necessary for the 
proper and efficient operation of the plan; and (6) provide that the 
State agency will make such reports, in such form and containing such 
information, as the Secretary may from time to time require, and 
comply with such provisions as the Secretary may from time to 
time find necessary to assure the correctness and verification of such 
reports; (7) provide that the State agency shall, in determining need, 
take into consideration any other income and resources of any child 
claiming aid to dependent children; (8) provide safeguards which 
restrict the use or disclosure of information concerning applicants and 
recipients to purposes directly connected with the administration of 
aid to dependent children; (9) provide, effective July 1, 1951, that all 
individuals wishing to make application for aid to dependent children 
shall have opportunity to do so, and that aid to dependent children 
shall be furnished with reasonable promptness to all eligible indi- 
viduals; (10) effective July 1, 1952, provide for prompt notice to 
appropriate law-enforcement officials of the furnishing of aid to de- 
pendent children in respect of a child who has been deserted or aban- 
doned by a parent; [and] (11) provide, effective October 1, 1950, that 
no aid will be furnished any individual under the plan with respect to 
any period with respect to which he is receiving old-age assistance 
under the State plan approved under section 2 of this Act{[.J; and 
(12) provide a description of the services (if any) which the State agency 
makes available to maintain and strengthen family life for children, in- 
cluding a description of the steps taken to assure, in the provision of such 
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services, mazimum utilization of other agencies providing similar or 
related. services. 
> ^ ~ ^ * * 


PAYMENT TO STATES 


Sec. 403. (a) From the sums appropriated therefor, the Secretary 
of the Treasury shall pay to each State which has an approved plan 
for aid to dependent children, for each quarter, beginning with the 
quarter commencing October 1, 1952, (1) in the case of any State other 
than Puerto Rico and the Virgin Islands, an amount [, which shall 
be used exclusively as aid to depe ndent children, J equal to the sum of 
the following proportions of the total amounts expended during 
such quarter as aid to dependent children in the form of money pay- 
ments under the State plan, not counting so much of such expendi- 
ture with respect to any dependent child for any month as exceeds 
$30, or if there is more than one dependent child in the same home, 
as exceeds $30 with respect to one such dependent child and $21 with 
respect to each of the other dependent children, and not counting so 
much of such expenditure for any month with respect to a relative 
with whom any dependent child is living as exceeds $30 

(A) four-fifths of such expenditures, not counting so much of 
the expenditures with respect to any month às exceeds the product 
of $15 multiplied by the total number of dependent children and 
other individuals with respect to whom aid to dependent children 
in the form of money payments is paid for such month, plus 

(B) one-half of the amount by which such expenditures exceed 
the maximum which may be counted under clause (A); 

and (2) in the case of Puerto Rico and the Virgin Islands, an amount 
[, which shall be used exclusively as aid to dependent children, ] equal 
to one-half of the total of the sums expended during such quarter as 
aid to dependent children in the form of money payments under the 
State plan, not counting so much of such expenditure with respect to 
any dependent child for any month as exceeds $18, or if there is more 
than one dependent child in the same home, as exceeds $18 with 
respect to one such dependent child and $12 with respect to each of 
the other dependent children; and (3) in the case of any State, an 
amount equal to one-half of the total of the sums expended during 
such quarter as found necessary by the Secretary of Health, Educa- 
tion, and Welfare, for the proper and efficient administration of the 
State plan, which amount shall be used for paying the costs of 
administering the State plan or for aid to dependent children, or both, 
and for no other purpose] including services which are provided by the 
staff of the State agency (or of the local agency administering the State 
plan in the political subdivision), to relatives with whom such children 
(applying for or receiving such aid) are living, in order to help such 
relatives attain self-support or self-care, or which are provided to main- 
tain and strengthen family life for such children; and (4) in the case of 
any State, an amount equal to one-half of the total of the sums expended 
during such quarter as aid to dependent children under the State plan 
in the form of medical or any other type of remedial care (including 
expenditures for insurance premiums for such care or the cost thereof), 
not counting so much of such expenditure for any month as exceeds 
(A) the product of $4 multiplied by the total number of dependent children 
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who received aid to dependent children under the State plan for such 
month plus (B) except in the case of Puerto Rico and the Virgin Islands, 
the product of $8 multiplied by the total number of other individuals w ho 
received aid to dependent children under the State plan for such month. 

* * А “ . > 


DEFINITIONS 


Sec. 406. When used in this title 

(a) The term “dependent child" means a needy [child under the age 
of sixteen, or under the age of eighteen if found by the State agency 
to be regularly attending school, 1 child under the age of eighteen who 
has been deprived of parental support or care by reason of the death, 
continued absence from the home, or physical or mental incapacity 
of a parent, and who is living with his father, mother, grandfather, 
grandmother, brother, sister, stepfather, stepmother, stepbrother, 
stepsister, uncle, [or aunt] aunt, first cousin, nephew, or niece, in a 
place of residence maintained by one or more of such relatives as his 
or their own home; 

* * 


TITLE VII—ADMINISTRATION 


OFFICE OF COMMISSIONER OF SOCIAL SECURITY 
Ж ж ж 


ke 


TRAINING GRANTS FOR PUBLIC WELFARE PERSONNEL 


Sec. 705. (a) In order to assist in increasing the effecti eness and 
efficiency of administration of public assistance programs by increasing 
the number of adequately trained public welfare personnel available for 
work in public assistance programs, there are hereby authorized to bi 
appropriated for the fiscal year ending June 30, 1958, the sum of 
$5,000,000, and for each succeeding fiscal year such sums as the Congress 
may de rmine 

(6) From the sums appropriated pursuant to subsection (a), the Secre- 
tary shall make allotments to the States on the basis of (1) population, 
(2) relative need for trained public welfare personnel, particularly for 
personnel to provide self-support and self-care services, and (3) financial 
need. 

.à (e) From each State's allotment under subsection (b), the Secretary shall 
from time to time pay to such State the Federal percentage of its expendi- 
tures in carrying out the purposes of this section through (1) grants to 
public or other nonprofit institutions of higher learning for training 
personnel employed or preparing for employment in public assistance 
programs, (2) special courses of study or seminars of short duration 
conducted for such personnel by experts hired on a temporary basis for the 
purpose, and (8) establishing and maintaining, directly or through grants 
to such institutions, fellowships or traineeships for such personnel at 
such institutions, with such stipends and allowances as may be permitted 
under regulations of the Secretary. For purposes of this subsection, the 
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Federal percentage for any State shall be 100 per centum during each 
fiscal year in the period beginning July 1, 1957, and ending June 30, 
1967, апа 80 per centum during the fiscal years thereafter. 

(d) Payments pursuant to subsection (c) shall be made in advance 
on the basis of estimates by the Secretary and adjustments may be made 
in future payments under, this section to take account of overpayments 
or underpayments in amounts previously paid. 

(e) The amount of any allotment to a State under subsection (b) for 
any fiscal year which the State certifies to the Secretary will not be required 
for carrying out the purposes of this section in such State shall be available 
for reallotment from time to time, on such dates as the Secretary may fir, 
to other States which the Secretary determines have need in carrying out 
such purposes for sums in excess of those previously allotted to them under 
this section and will be able to use such excess amounts during such fiscal 
year; such reallotments to be made on the basis provided in subsection 
(b) for the initial allotments to the States. Any amount so realloted to a 
State shall be deemed part of its allotment under such subsection. 

* * . ж * + 


TITLE X—GRANTS TO STATES FOR“AID TO THE BLIND 
APPROPRIATION 


Section 1001. [For the purpose of enabling each State to furnish 
financial assistance, as far as practicable under the conditions in such 
State, to needy individuals who are blind, there is hereby authorized 
to be appropriated for the fiscal year ending June 30, 1936, the sum 
of $3,000,000, and there is hereby authorized to be appropriated for 
each fiscal year thereafter a sum sufficient to carry out the purposes 
of this title.] For the purpose of enabling each State to furnish financial 
assistance, as far as practicable under the conditions in such State, to 
needy individuals who are blind and of encouraging each State, as far 
as practicable under such conditions, to help such individuals attain self- 
support or self-care, there is hereby authorized to be appropriated for each 
fiscal year a sum sufficient to carry out the purposes of this title. The 
sums made available under this section shall be used for making 
payments to States which have submitted, and had approved by the 
Secretary of Health, Education and Welfare, State plans for aid to 
the blind. 

STATE PLANS FOR AID TO THE BLIND 


SEc. 1002. (a) A State plan for aid to the blind must (1) provide 
that it shall be in effect in all political subdivisions of the State, and, 
if administered by them, be mandatory upon them; (2) provide for 
financial participation by the State; (3) either provide for the estab- 
lishment or designation of a single State agency to administer the 
plan, or provide for the establishment or designation af a single State 
agency to supervise the administration of the plan; (4) provide for 
granting an opportunity for a fair hearing before the State agency 
to any individual whose claim for aid to the blind is denied or is not 
acted upon with reasonable promptness; (5) provide such methods 
of administration (including after January 1, 1940, methods relating 
to the establishment and maintenance of personnel standards on 
a merit basis, except that the Secretary shall exercise no authority with 
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respect to the selection, tenure of office, and compensation of any 

individual employed in accordance with such methods) as are found 
by the Secretary to be necessary for the proper and efficient opera- 
tion of the plan; (6) provide that the State agency will make such 
reports, in such form and containing such information, as the Secre- 
tary may from time to time require, and comply with such provisions 
as the Secretary may from time to time find necessary to assure the 
correctness and verification of such reports; and (7) provide that no 
aid will be furnished any individual under the plan with respect to 
any period with respect to which he is receiving old-age assistance 
under the State plan approved under section 2 of this Act or aid to 
dependent. children um the State plan approved under section 402 
of this Act; (8) provide that the State agency shall, in determining 
need, take into consideration any other income and resources of the 
individual claiming aid to the blind; except that, in making such 
determination, the State agency shall disregard the first $50 per month 
of earned income; (9) provide safeguards. which restrict the use or 
disclosure of information concerning “applic ants and recipients to pur- 
poses directly connected with the administration of aid to the blind; 
(10) provide that, in determining whether an individual is blind, there 
shall be an examination by a physici ian skilled in diseases of the eye 
or by an optometrist, whichever the individual may select; (11) 

effective July 1, 1951, provide that all individuals wishing to make 
application for aid to the blind shall have opportunity to do so, and 
that aid to the blind shall be furnished with reasonable promptness 
to all eligible individuals; [and] (12) effective July 1, 1953, provide, 
if the plan includes payments to individuals in private or public 
institutions, for the establishment or designation of a State authority 
or authorities which shall be responsible for establishing and main- 
taining standards for such institutions. ]; and (13) provide a description 
of the services (if any) which the State agency makes available to appli- 
cants for and recipients of aid to the blind to help them attain self-suppor! 
or self-care, including a description of the steps taken to assure, in the 
provision of such services, maximum utilization of other agencies providing 
similar or related services. 

ж ж ж 


РАҮМЕ NT” TC » STATES 


Sec. 1003. (a) From the sums appropriated therefor, the Secretary 
of the Treasury shall pay to each State which has an approved plan 
for aid to the blind, for each quarter, beginning with the quarter com- 
mencing October 1, 1952, (1) in the case of any State other than Puerto 
Rico and the Virgin Islands, an amount[[, which shall be used 
exclusively as aid to the blind,] equal to the sum of the following 
proportions of the total amounts expended during such quarter as aid 
to the blind in the form of money payments under the State plan, not 
counting so much of such expenditure with respect to any individual 
for any month as exceeds $55— 

(A) four-fifths of such expenditures, not counting so much 
of any expenditure with respect to any month as exceeds the 
product of $25 multiplied by the total number of such individuals 
who received aid to the blind in the form of money payments for 
such month, plus 
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(B) one-half of the amount by which such expenditures exceed 
the maximum which may be counted under clause (A); 

and (2) in the case of Puerto Rico and the Vi irgin Islands, an amount E, 
which shall be used exclusively as aid to the blind, ] equal to one-half of 
the total of the sums expended during such quarter as aid to the blind 
in the form of money payments under the State plan, not counting so 
much of such expenditure with respect to any individual for any month 
as exceeds $30; and (3) in the case of any State, an amount equal to 
one-half of the total of the sums expended during such quarter as 
found necessary by the Secretary of Health, Education, and Welfare 
for the proper and efficient administration of the State plan, [which 
amount shall be used for paving the costs of administering the State 
plan or for aid to the blind, or both, and for no other purpose ] including 
services which are provided by the staff of the State agency (or of the local 
agency administering the State plan in the political subdivision) to ap- 
plicants for and. recipi nts of aid to the blind to help them attain self- 
support or self-care; and (4) in the case of any State, an amount equal to 
one-ahlf of the total of the sums expe nded during such quarter as aid to 
the blind under the State plan in the form of medical or any other type of 
remedial care (including expenditures for insurance premiums for such 
care or the cost thereof), not counting so much of such expenditure for any 
month as exceeds the product of $8 multiplied by the total number of in- 
dividuals who received aid to the blind under the State plan for such month. 


TITLE XI—GENERAL PROVISIONS 
DEFINITIONS 


SEC. 1101. (a) When used in this Act 
(1) The term ''State" includes Alaska, Hawaii, and the Dis- 
trict of Columbia, and when used in titles I, IV, V, VII, X, and 
XIV includes Puerto Rico and the Virgin Islands. 


* * t * t 
COOPERATIVE RESEARCH OR DEMONSTRATION PROJECTS 


SEC. 1110. (a) There are hereby authorized to be appropr rated for 
the fiscal year ending June 30, 1957, $5,000,000 and for each fiscal year 
thereafter such sums as the Congress may determine for (1) making grants 
to States and public and other nonprofit organizations and agencies for 
paying part of the cost of research or demonstration projects such as those 
relating to the prevention and reduction of dependency, or which will aid 
in effecting coordination of planning between private and public welfare 
agencies or which will help improve the administration and effectiveness 
of programs carried on or assisted under the Social Security Act and 
programs related thereto, and (2) making contracts or jointly financed 
cooperative arrangements with States and public and other nonprofit 
organizations and agencies for the conduct of research or demonstration 
projects relating to such matters. 

(b) No contract or jointly financed cooperative arrangement shall be 
entered into, and no grant shall be made, under subsection (a), until the 
Secretary obtains the advice and recommendations of specialists who are 
competent to evaluate the proposed projects as to soundness of their 
design, the possibilities of securing productive results, the adequacy of 
resources to conduct the proposed research or demonstrations, and their 
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relationship to other similar research or demonstrations already completed 
or in process. 

(c) Grants and payments under contracts or cooperative arrangements 
under subsection (a) may be made either in advance or by way of reim- 
bursement, as may be determined by the Secretary; and shall be made 
in such installments and on such conditions as the Secretary finds neces- 
sary to carry out the purposes of this section. 

ж ж ж ж 


TITLE XIV—GRANTS TO STATES FOR AID TO THE 
PERMANENTLY AND TOTALLY DISABLED 


APPROPRIATION 


Sec. 1401. [For the purpose of enabling each State to furnish 
financial assistance, as far as practicable under the conditions in such 
State, to needy individuals eighteen years of age or older who are 
permanently and totally disabled, there is hereby authorized to be 
appropriated for the fiscal year ending June 30, 1951, the sum of 
$50,000,000, and there is hereby authorized to be appropriated for 
each fiscal year thereafter a sum sufficient to carry out the purposes 
of this title. 1 For the purpose of enabling each State to furnish financial 
assistance, as far as practicable under the conditions in such State, to 
needy individuals eighteen years of age and older who are permanently 
and totally disabled and of encouraging each State, as far as practicable 
under such conditions, to help such individuals attain self-support or 
self-care, there is hereby authorized to be appropriated for each fiscal year 
a sum suficient to carry out the purposes of this title. The sums made 
available under this section shall be used for making payments to 
States which have submitted, and had approved by the Secretary of 
Health, Education, and W elfare, State plans for aid to the permanently 
and totally disabled. 


STATE PLANS FOR AID TO THE PERMANENTLY AND TOTALLY DISABLED 


Sec. 1402. (a) A State plan for aid to the permanently and totally 
disabled must (1) provide that it shall be in effect in all political 
subdivisions of the State, and, if administered by them, be mandatory 
upon them; (2) provide for financial participation by the State; 
(3) either provide for the establishment or designation of a single 
State agency to administer the plan, or provide for the establishment 
or designation of a single State agency to supervise the administra- 
tion of the plan; (4) provide for granting an opportunity for a fair 
hearing before the State agency to any individual whose claim for 
aid to the permanently and totally disabled is denied or is not acted 
upon with reasonable promptness; (5) provide such methods of ad- 
ministration (including methods relating to the establishment and 
maintenance of personnel standards on a merit basis, except that the 
Secretary shall exercise no authority with respect to the selection, 
tenure of office, and compensation of any individual employed in 
accordance W ith such methods) as are found by the Secretary to be 
necessary for the proper and efficient operation of the plan; (6) 
provide that the State agency will make such reports, in such form 
and containing such information, as the Secretary may from time 





SOCIAL SECURITY AMENDMENTS OF 1956 97 


to time require, and comply with such provisions as the Secretary 
may from time to time find necessary to assure the correctness and 
verification of such reports; (7) provide that no aid will be fur- 
nished any individual under the plan with respect to any period 
with respect to which he is receiving old-age assistance under the 
State plan approved under section 2 of this Act, aid to dependent 
children under the State plan approved under section 402 of this Act, 
or àid to the blind under the State plan approved under section 1002 
of this Act; (8) provide that the State agency shall, in determining 
need, take into consideration any other income and resources of an 
individual claiming aid to the permanently and totally disabled; 
(9) provide safeguards which restrict the use or disclosure of infor- 
mation concerning applicants and recipients to purposes directly 
connected with the administration of aid to the permanently and 
totally disabled; (10) provide that all individuals wishing to make 
application for aid to the permanently and totally disabled shall 
have opportunity to do so, and that aid to the permanently and totally 
disabled shall be furnished eith reasonable promptness to all eligible 
individuals; [and] (11) effective July 1, 1953, provide, if the plan 
includes payments to individuals in private or public institutions, for 
the establishment or designation of a State authority or authorities 
which shall be responsible for establishing and maintaining standards 
for such institutions[[.J; and (12) provide a description of the services 
(if any) which the State agency makes available to applicants for and 
recipients of aid to the permanently and totally disabled to help them 
attain self-support or self-care, including a description of the steps taken 
to assure, in the provision of such services, marimum utilization of other 


agencies providing similar or related services. 


ж ж ж ж 


PAYMENTS TO STATES 


SEc. 1403. (a) From the sums appropriated therefor, the Secretary 
of the Treasury shall pay to each State which has an approved pian 
for aid to the permanently and totally disabled, for each quarter, 
beginning with the quarter commencing October 1, 1952, (1) in the 
case of any State other than Puerto Rico and the Virgin Islands, an 
amount E, which shall be used exclusively as aid to the permanently 
and totally disabled,] equal to the sum of the following proportions 
of the total amounts expended during such quarter as aid to the per- 
manently and totally disabled in the form of money payments under 
the State plan, not counting so much of such expenditure with respect 
to any individual for any month as exceeds $55— 

(A) four-fifths of such expenditures, not counting so much of 
any expenditure with respect to any month as exceeds the product 
of $25 multiplied by the total number of such individuals who 
received aid to the permanently and totally disabled in the form 
of money payments for such month, plus 

(B) one-half of the amount by which such expenditures exceed 
the maximum which may be counted under clause (A); 

and (2) in the case of Puerto Rico and the Virgin Islands, an amount 
[, which shall be used exclusively as aid to the permanently and totally 
disabled, ] equal to one-half of the total of the sums expended during 
such quarter as aid to the permanently and totally disabled in the 
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form of money payments under the State plan, not counting so much of 
such expenditure with respect to any individual for any month as 
exceeds $30; and (3) in the case of any State, an amount equal to one- 
half of the total of the sums expended during such quarter as found 
necessary by the Secretary of Health, Education, and Welfare for the 
proper and efficient administration of the State plan, [which amount 
shall be used for paying the costs of administering the State plan or 
for aid to the permanently and totally disabled, or both, and for no 
other —— including services which are provided by the staff of the 
State agency (or of the local agency administering the State plan in the 
political subdivision) to applicants for and recipients of such aid to help 
them attain self-support or self-care; and (4) in the case of any State, 
an amount equal to one-half of the total of the sums expended during such 
quarter as aid to the permanently and totally disabled under the State 
plan in the form of medical or any other type of remedial care (including 
expenditures for insurance premiums for such care or the cost thereof), 
not counting so much of such expenditure for any month as exceeds the 
product of $8 multiplied by the total number of individuals who received 
aid to the permanently and totally disabled under the State plan for such 
month. 
* + * * * + * 


SECTIONS 1 (q) AND 5 (f) (2) OF THE RAILROAD RETIREMENT 
ACT OF 1937, AS AMENDED 


DEFINITIONS 


SECTION 1. For the purposes of this Act 
(a) ж ж ж 
(q) The terms “Social Security Act” and ‘Social Security Act, 
as amended" shall mean the Social Security Act as amended in 


[1954] 1956. 
* 


* * * * * * 


ANNUITIES AND LUMP SUMS FOR SURVIVORS 


Sac; 6. ("> * 

* * * * 

(f) Lump-Sum PaymMEent.——(1) * * * 

(2) Whenever it shall appear, with respect to the death of an 
employee on or after January 1, 1947, that no benefits, or no further 
benefits, other than benefits payable to a widow, widower, or parent 
upon attaining age sixty at a future date, will be payable under this 
section or, pursuant to subsection (k) of this section, upon attaining 
age sixty-five (age sixty-two in the case of a widow) at a future date, 
will be payable under section 202 of the Social Security Act, as 
amended, there shall be paid to such person or persons as the deceased 
employee may have designated by a writing filed with the Board 
prior to his or her death, or if there be no designation, to the person 
or persons in the order provided in paragraph (1) of this subsection 
оѓ, in the absence of such person or persons, to his or her estate, a 
lump sum in an amount equal to the sum of 4 per centum of his or 
her compensation paid after December 31, 1936, and prior to January 
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1, 1947, and 7 per centum of his or her compensation after December 
31, 1946 (exclusive in both cases of compensation in excess of $300 
for any month before July 1, 1954, and in the latter case in excess of 
$350 for any month after June 30, 1954), minus the sum of all benefits 
aid to him or her, and to others deriving from him or her, during 
is or her life, or to others by reason of his or her death, under this 
Act, and pursuant to subsection (k) of this section, under section 202 
of the Social Security Act, as amended: Provided, however, That if 
the employee is survived by a widow, widower, or parent who may 
upon attaming age sixty be entitled to further benefits under this 
section, or pursuant to subsection (k) of this section, upon attaining 
age sixty-five (age sixty-two in the case of a widow) be entitled to 
further benefits under section 202 of the Social Security Act, as 
amended, such lump sum shall not be paid unless such widow, widower, 
or parent makes and files with the Board an irrevocable election, in 
such form as the Board may prescribe, to have such lump sum paid 
in lieu of all benefits to which such widow, widower, or parent might 
otherwise become entitled under this section or, pursuant to subsection 
(k) of this section, under section 202 of the Social Security Act, as 
amended. Such election shall be legally effective according to its 
terms. Nothing in this section shall operate to deprive a widow, 
widower, or parent making such election of any insurance benefits 
under section 202 of the Social Security Act, as amended, to which 
such widow, widower, or parent would have been entitled had this 
section not been enacted. The term “benefits” as used in this para- 
graph includes all annuities payable under this Act, lump sums 
payable under paragraph (1) of this subsection, and insurance benefits 
and lump-sum payments under section 202 of the Social Security 
Act, as amended, pursuant to subsection (k) of this section, except 
that the deductions of the benefits which, pursuant to subsection 
(k) (1) of this section, are paid under section 202 of the Social Security 
Act, during the life of the employee to him or to her and to others 
deriving from him or her, shall be limited to such portions of such 
benefits as are payable solely by reason of the inclusion of service as 
an employee in “employment” pursuant to said subsection (k) (1). 


CHAPTER 2—TAX ON SELF-EMPLOYMENT INCOME 


Sec. 1401. Rate of tax. 

See. 1402. Definitions. 

See, 1403. Miscellaneous provisions. 

* ж E * 
SEC. 1402. DEFINITIONS. 

(a) NET EanNiINGS FRoM SELF-EMPLOYMENT.— The term “net earn- 
ings from self-employment” means the gross income derived by an 
individual from any trade or business carried on by such individual, 
less the deductions allowed by this subtitle which are attributable 
to such trade or business, plus his distributive share (whether or not 
distributed) of income or loss described in section 702 (a) (9) from 
any trade or business carried on by a partnership of which he is a 
member; except that in computing such gross income and deductions 
and such distributive share of partnership ordinary income or loss— 

(1) there shall be excluded rentals from real estate and from 
personal property leased with the real estate (including such 
rentals paid in crop shares) together with the deductions attrib- 
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utable thereto, unless such rentals are received in the course of 
a trade or business as a real estate dealer; except that the preceding 
provisions of this paragraph shall not apply to any income derived 
by the owner or tenant of land if (A) such income is derived under 
an arrangement, between the owner or tenant and another individual, 
which provides that such other individual shall produce agricultural 
or horticultural commodities (including livestock, bees, poultry, and 


fur-bearing animals and wildlife) on such land, and that there shall 


be material participation by the owner or tenant in the production 
of such agricultural or horticultural commodities, and (B) there is 
material participation by the owner or tenant with respect to any 
such agricultural or horticultural commodity; 

(2) there shall be excluded dividends on aay share of stock, and 
interest on any bond, debenture, note, or certificate, or other 
evidence of indebtedness, issued with interest coupons or in regis- 
tered form by any corporation (including one issued by a govern- 
ment or political subdivision thereof), unless such dividends and 
interest (other than interest described in section 35) are received 
in the course of a trade or business as a dealer in stocks or 
securities; 

(3) there shall be excluded any grain or loss— 

(A) which is considered as gain or loss from the sale or 
exchange of a capital asset, 
(B) from the cutting of timber, or the disposal of timber 
or coal, if section 631 applies to such gain or loss, or 
(C) from the sale, exchange, involuntary conversion, or 
other disposition of property if such property is neither- 
(i) stock in trade or other property of a kind which 
would properly be includible in inventory if on hand at 
the close of the taxable year, nor 
(ii) property held primarily for sale to customers in 
the ordinary course of the trade or business. 
(4) the deduction for net operating losses provided in section 
72 shall not be allowed ; 

(5) if— 

(A) any of the income derived from a trade or business 
(other than a trade or business carried on by & partnership) 
is community income under community property laws ap- 
plicable to such income, all of the gross income and deduc- 
tions attributable to such trade or business shall be treated as 
the gross income and deductions of the husband unless the 
wife exercises substantially all of the management and con- 
trol of such trade or business, in which case all of such gross 
income and deductions shall be treated as the gross income 
and deductions of the wife; and 

(B) any portion of a partner’s distributive share of the 
ordinary income or loss from a trade or business carried on 
by a partnership is community income or loss under the 
community property laws applicable to such share, all of 
such distributiv e share shall be included in computing the 
net earnings from self-employment of such partner, and 
no part of,such share shall be taken into account in comput- 
ing the net earnings from self-employment of the spouse of 
such partner; 
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(6) a resident of Puerto Rico shall compute his net earnings 
from self-employment in the same manner as a citizen of the 
United States but without regard to section 933; 

(7) the deduction for personal exemptions provided in sec- 
tion 151 shall not be allowed; 

(8) an individual who 1 

(A) a duly ordained, commissioned, or licensed minister of 
a church or a member of_a religious order; and 

[(B) a citizen of the United States performing service 
described in subsection (c) (4) as an employee of an Ameri- 
can employer (as defined in section 3121 (h))] 

(B) a citizen of the United States performing service de- 
scribed in subsection (c) (4) as an employee of an. American 
employer (as defined in section 8121 (h)) or as a minister in 
a foreign country who has a congregation which is composed 
predominantly of citizens of the United States 

shall compute his net earnings from self-employment derived 

from the performance of service described in subsection (c) (4) 

without regard to section 911 (relating to earned income from 

sources without the United States) and section 931 (relating 

to income from sources within possessions of the United States) 
If the taxable year of a partner is different from that of the partner- 
ship, the distribuiive share which he is required to include in com- 
puting his net earnings from self-employment shall be based on the 
ordinary income or loss of the partnership for any taxable year of 
the partnership ending within or with his taxable year. [In the case 
of any trade or business which is carried on by an individual who 
reports his income on a cash receipts and disbursements basis, and in 
whieh, if it were carried on exclusively by employees, the major 
portion of the services would constitute agricultural labor as defined 
in section 3121 (g), (i) if the gross income derived from such trade 
or business by such individual 1s not more than $1,800, the net earn- 
ings from self-employment derived by him therefrom may, at his 
option, be deemed to be 50 percent of such gross income in lieu of 
his net earnings from self-employment from such trade or business 
computed as provided under the preceding provisions of this subsec- 
tion, or (ii) if the gross income derived from such trade or business by 
such individual is more than $1,800 and the net earnings from self- 
employment derived by him therefrom, as computed under the 
preceding provisions of this subsection, are less than $900, such net 
earnings may instead, at the option of such individual, be deemed to 
be $900. For the purpose of the preceding sentence, gross income 
derived from such trade or business shall mean the gross receipts from 
such trade or business reduced by the cost or other basis of property 
which was purchased and sold in carrying on such trade or business, 
adjusted (after such reduction) in accordance with the preceding pro- 
visions of this subsection.] Jn the case of any trade or business which 
is carried on by an individual or by a partnership and in which, if such 
trade or business were carried on exclusively by employees, the major 
portion of the services would constitute agricultural labor as defined in 
section $121 (g)— 

(û) in the case of an individual, if the gross income derived by him 
from such trade or business is not more than $1,200, the net earnings 
from self-employment derived by him from such trade or business 
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may, at his option, be deemed to be the gross income derived by him 
from such trade or business; or 
(ii) in the case of an individual, if the gross income derived by 
him from such trade or business is more than $1,200 and the net 
earnings from self-employment derived by him from such trade or 
business (computed under this subsection without regard to this 
sentence) are less than $1,200, the net earnings from self-employment 
derived by him from such trade or business may, at his option, be 
deemed to be $1,200; and 
(iii) in the case of a member of a partnership, if his distributive 
share of the gross income of the partnership derived from such trade 
or business (after such gross income has been reduced by the sum of 
all payments to which section 707 (ce) applies) is not more than 
$1,200, his distributive share of income described in section 702 
(a) (9) derived from such trade or business may, at his option, be 
deemed to be an amount equal to his distributive share of the gross 
income of the partnership derived from such trade or business (after 
such gross income has been so reduced); or 
(iv) in the case of a member of a partnership, if his distributive 
share of the gross income of the partnership derived from such trade 
or business (after such gross income has been reduced by the sum of 
all payments to which section 707 (c) applies) is more than $1,200 
and his distributive share (whether or not distributed) of income 
described in section 702 (a) (9) derived from such trade or business 
(computed under this subsection without regard to this sentence) is 
less than $1,200, his distributive share of income described in section 
702 (a) (9) derived from such trade or business may, at his option, 
be deemed to be $1,200. 
For purposes of the preceding sentence, gross income means 
(v) in the case of any such trade or business in which the income 
is computed under a cash receipts and disbursements method, the 
gross receipts from such trade or business reduced by the cost or other 
basis of property which was purchased and sold in carrying on such 
trade or business, adjusted (after such reduction) in accordance with 
the provisions of paragraphs (1) through (7) of this subsection; and 
(vi) in the case of any such trade or business in which the income 
is computed under an accrual method, the gross income from such 
trade or business, adjusted in accordance with the provisions of 
paragraphs (1) through (7) of this subsection; 
and, for purposes of such sentence, if an individual (including a member 
of a partner ship) derived gross income from more than one such trade or 
business, such gross income (including his distributive share of the gross 
income of any partnership derived from any such trade or business) 
shall be deemed to have been derived from one trade or business. 

(b) SELF-EMPLOYMENT INcomE.—The term “self-employment in- 
come” means the net earnings from self-employment derived by an 
individual (other than a nonresident alien individual) during any 
taxable year; except that such term shall not include— 

(1) that part of the net earnings from self-employment which 
is in excess of— 
(A) for any taxable year ending prior to 1955, (i) $3,600, 
minus (ii) the amount of the wages paid to such individual 
during the taxable year; and 
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(B) for any taxable year ending after 1954, (1) $4,200, 
minus (ii) the amount of the wages paid to such individual 
during the taxable year; or 

(2) the net earnings from self-employment, if such net earn- 
ings for the taxable year are less than $400. 

For purposes of clause (1), the term “wages” includes such remu- 
neration paid to an employee for services included under an agree- 
ment entered into pursuant to the provisions of section 218 of the 
Social Security Act (relating to coverage of State employees), or 
under an agreement entered into pursuant to the provisions of section 
3121 (l) (relating to coverage of citizens of the United States who are 
employees of foreign subsidiaries of domestic cor porations), as would 
be wages under section 3121 (a) if such services constituted employ- 
ment under section 3121 (b). An individual who is not a citizen of 
the United States but who is a resident of the Virgin Islands or a 
resident of Puerto Rico shall not, for purposes of this chapter be con- 
sidered to be a nonresident alien individual. 

(c) TRADE or Bustness.—The term “trade or business”, when used 
with reference to self-employment income or net earnings from self- 
employment, shall have the same meaning as when used in section 
162 (relating to trade or business expenses), except that such term 
shall not include— 

(1) the performance of the functions of a public office; 

[(2) the performance of service by an individual as an em- 
ployee (other than service described in section 3121 (b) (14) (B) 
performed by an individual who has — the age of 18 and 
other than service described in paragraph (4) of this subsection) ;] 

(2) the performance of service by an individual as an employee 
(other than service described in section 3121 (b) (14) (B) performed 
by an individual who has attained the age of 18, service described in 
section 3121 (b) (16), and service described in paragraph (4) of this 
subsection); 

(3) the performance of service by an individual as an employee 
or emplovee representative as defined in section 3231; 

(4) the performance of service by a duly ordained, commis- 
sioned, or licensed minister of a church in the exercise of his 
ministry or by a member of a — order in the exercise of 
duties required by such order; 

[(5) the performance of service by au individual in the exercise 
of his profession as a physician, lawyer, dentist, osteopath, veter- 
inarian, chiropractor, naturopath, optometrist, or Christian Sci- 
ence practitioner; or the performance of such service by a part- 
nership.] 

(5) the performance of service by an individual in the exercise of 
his profession as a doctor of medicine, doctor of osteopathy, or 
Christian Science practitioner; or the performance of such service by 
a partnership. 

The provisions of paragraph (4) shall not apply to service (other 
than service performed by a member of a religious order who has 
taken a vow of poverty as a member of such order) ) performed by an 
individual during the period for which a certificate filed by suc +h in- 
dividual under subsection (e) is in effect. The provisions of para- 
graph (5) shall not apply to service performed by an individual in the 
exercise of his profession as a Christian Science practitioner during 
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the period for which a certificate filed by him under subsection (e) 
is in effect. 

(d) EMPLOYEE AND Wacks.— The term *employee" and the term 
"wages" shall have the same meaning as when used in chapter 21 
(sec. 3101 and following, relating to Federal Insurance Contributions 
Act). 

(e) MINISTERS, MEMBERS OF RELIGIOUS ORDERS, AND CHRISTIAN 
SCIENCE PRACTITIONERS.— 

(1) WAIVER CERTIFICATE.—AÀny individual who is (A) a duly 
ordained, commissioned, or licensed minister of a church or a 
member of a religious a (other than a member of a religious 
order who has taken a vow of poverty as a member of such order) 
or (B) a Christian Science practitioner may file a certificate (in 
such form and manner, and with such official, as may be pre- 
scribed by regulations made under this chapter) certifving that 
he elects to have the insurance system established by title II of the 
Social Security Act extended to service described in subsection 
(c) (4), or service described in subsection (e) (5) msofar as it 
relates to the performance of service by an individual in the 
exercise of his profession as a Christian Science practitioner, as 
the case may be, performed by him. 

) ‘TIME FOR FILING CERTIFICATE.—-Any individual who desires 
to file a certificate pursuant to paragraph (1) must file such cer- 
tificate on or before the due date of the return (including anv 
extension thereof) for his second taxable year ending after 1954 
for which he has net earnings from self-employment (computed, 
in the case of an individual referred to in paragraph (1) (A) 
without regard to subsection (c) (4), and, in the case of an 
individual referred to in paragraph (1) (B), without regard to 
subsection (c) (5) insofar as it relates to the performance of 
service by an individual in the exercise of his profession as a 
Christian Science practitioner) of $400 or more, any part of 
which was derived from the performance of service described in 
subsection (c) (4), or from the performance of service described 
in subsection (c) (5) insofar as it relates to the performance of 
service by an individual in the exercise of his profession as a 
Christian Science practitioner, as the case may be. 

(3) EFFECTIVE DATE OF CERTIFICATE.—A certificate filed pur- 
suant to this subsection shall be effective for the first taxable year 
with respect to which it is filed (but in no case shall the certificate 
be effective for a taxable year vera respect to which the period 
for filing a return has expired, or for a taxable year ending prior 
to 1955) and all succeeding t: b years. An election made pur- 
suant to this subsection shall be irrevocable. 
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Subtitle C—Employment Taxes 


Chapter 21. Federal insurance contributions act. 

Chapter 22. Railroad retirement tax act. 

Chapter 23. Federal unemployment tax act. 

Chapter 24. Collection of income tax at source on wages. 
Chapter 25. General provisions relating to employment taxes. 


CHAPTER 21—FEDERAL INSURANCE CONTRIBUTIONS ACT 


Subehapter A. Tax on employees. 
Subchapter B. Tax on employers. 
Subchapter C. General provisions. 


















Subchapter A—Tax on Employees 
Sec. 3101. Rate of tax. 

Sec. 3102. Deduction of tax from wages. 
" . 
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SEC. 3102. DEDUCTION OF TAX FROM WAGES. 


(а) RequrreMENT.— The tax imposed by section 3101 shall be 
collected by the employer of the taxpayer, by deducting the amount 
of the tax from the wages as and when paid. An employer who in 
any calendar quarter pays to an employee cash remuneration to 
which paragraph (7) (B) or (C) or (10) of section 3121 (a) is appli- 
cable may deduct an amount equivalent to such tax from any such 
payment of remuneration, even though at the time of payment the 
total amount of such remuneration paid to the employee by the 
employer in the calendar quarter is less than $50; and an employer 
who in any cale рме year pays to an employee cash remuneration to 
which paragraph (8) (B) of section 3121 (a) is applicable may deduct 
an amount — * to such tax from any such payment of remu- 
neration, even though at the time of payment the total amount of 
such remuneration paid to the employee by the employer in the 
calendar year is less than [$100] $ $200- and the employee has not per- 
formed agricultural labor for the employer on 30 days or more in the 
calendar year for cash remuneration computed on a time basis. 

(b) INDEMNIFICATION OF EmMpLoyER.— Every employer required so 
to deduct the tax shall be liable for the payment of such tax, and 
shall be indemnified against the claims and demands of any person 
for the amount of any such payment made by such employer. 






















Subchapter B—Tax on Employers 


See, 3111. Rate of tax. 
See, 3112. Instrumentalities of the United States. 
Sec. 3113. District of Columbia credit unions, 
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SEC. 3113. DISTRICT OF COLUMBIA CREDIT UNIONS. 












Notwithstanding the provisions of section 16 of the Act of June 238, 
1932 (D. C. Code, sec. 26-516; 47 Stat. 331), or any other provision of 
law (whether enacted before or after the enactment of this section) which 
grants to any credit union chartered pursuant to such Act of June 28, 
1932, an exemption from taxation, such credit union shall not be exempt 
from the tax imposed by section 3111. 
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Subchapter C—General Provisions 


Sec. 3121. Definitions. 
Sec. 3122, Federal service. 
Sec. 3123. Deductions as constructive payments. 
Sec. 3124. Estimate of revenue reduction. 
Sec. 3125. Short title. 
SEC. 3121. DEFINITIONS. 

(a) WaAaEs.—For purposes of this chapter, the term “wages” means 
all remuneration for employment, including the cash value of all 
remuneration paid in any medium other than cash; except that such 
term shall not include— 

1) that part of the remuneration which, after remuneration 
(other than remuneration referred to in the succeeding para- 
graphs of this subsection) equal to $4,200 with respect to employ- 
ment has been paid to an individual m an employer during any 
calendar year, is paid to such individual by such employer during 
such calendar year. If an employer (hereinafter referred to as 
successor employer) during any calendar year acquires substan- 
tially all the property used in a trade or business of another em- 
ployer (hereinafter referred to as a predecessor), or used in a 
separate unit of a trade or business of a predecessor, and imme- 
diately after the acquisition employs in his trade or business an 
individual who immediately prior to the acquisition was em- 
ployed in the trade or business of such predecessor, then, for the 
purpose of determining whether the successor employ er has paid 
remuneration (other than remuneration referred to in the suc- 
ceeding paragraphs of this subsection) with respect to employ- 
ment equal to $4,200 to such individual during such calendar year, 
any remuneration (other than remuneration referred to in the 
succeeding paragraphs of this subsection) with respect to em- 
plovment paid (or considered under this озин as having 
been paid) to such individual by such predecessor during such 
ا‎ year and prior to such acquisition shall be considered as 
having been paid by such successor employer; 

(2) “the amount of any payment (including any amount paid by 
an employer for insurance or annuities, or into a fund, to provide 
for any such payment) made to, or on behalf of, an employee or 
any of his dependents under a plan or system established by an 
employer which makes provision for his employees generally (or 
for his employees generally and their dependents) or for a class 
or classes of his employees (or for a class or classes of his em- 
ployees and their dependents), on account of— 

(A) retirement, or 

(B) sickness or accident disability, or 

(C) medical or hospitalization expenses in connection with 
sickness or accident disability, or 

(D) death; 

(3) any payment made to an employee (including any amount 
paid by an employer for insurance or annuities, or into a fund, to 
provide for any such payment) on account of retirement; 

(4) any payment on account of sickness or accident disability, 
or medical or hospitalization expenses in connection with sick- 
ness or accident disability, made by an employer to, or on behalf 
of, an employee after the expiration of 6 calendar months follow- 
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ing the last calendar month in which the employee worked for 
such employer; 

(5) any payment made to, or on behalf of, an employee or his 
beneficiary— 

(A) from or to a trust described in section 401 (a) which is 
exempt from tax under section 501 (a) at the time of such 
payment unless such payment is made to an employee of the 
trust as remuneration for services rendered as such employee 
and not as a beneficiary of the trust, or 

(B) under or to an annuity plan which, at the time of such 
payment, meets the requirements of section 401 (a) (3), (4), 
(5), and (6); 

(6) the payment by an employer (without deduction from the 
remuneration of the employee)— 

(A) of the tax imposed upon an employee under section 
3101 (or the corresponding section of prior law), or 

(B) of any payment required from an employee under a 
State unemployment compensation law; 

(7) (A) remuneration paid in any medium other than cash to an 
employee for service not in the course of the employer’s trade or 
business or for domestic service in a private home of the employer; 

(B) cash remuneration paid by an employer in any calendar 
quarter to an employee for domestic service in a private home of 
the employer, if the cash remuneration paid in such quarter by 
the employer to the employee for such service is less than $50. 
As used in this subparagraph, the term “domestic service in a4 
private home of the employer” does not include service described 
in subsection (g) (5); 

(C) cash remuneration paid by an employer in any calendar 
quarter to an employee for service not in the course of the em- 
ployer’s trade or business, if the cash remuneration paid in such 

uarter by the employer to the employee for such service is less 
than $50. As used in this subparagraph, the term “service not in 
the course of the employer’s trade or business” does not include 
domestic service in a private home of the employer and does not 
include service described in subsection (g) (5); 

(8) (A) remuneration paid in any medium other than cash for 
agricultural labor; 

[(B) cash remuneration paid by an employer in any calendar 
year to an employee for agricultural labor, if the cash remunera- 
tion paid in such year by the employer to the employee for such 
labor is less than $100;] 

(B) cash remuneration paid by an employer in any calendar year 
to an employee for agricultural labor unless (i) the cash remunera- 
tion paid in such year by the employer to the employee for such labor 
is $200 or more, or (ii) the employee performs agricultural labor for 
the employer on 30 days or more during such year for cash remunera- 
tion computed on a time basis; 

(9) any payment (other than vacation or sick pay) made to an 
employee after the month in which he attains the age of 65, if he 
did not work for the employer in the period for which such pay- 
ment is made; or 

(10) remuneration paid by an employer in any calendar quarter 
to an employee for service described in subsection (d) (3) (C) 
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(relating to home workers), if the cash remuneration paid in such 
uarter by the employer to the employee for such service is less 
than $50. 

(b) EwPLovwENT.—For purposes of this chapter, the term ‘“em- 
ployment" means any service performed after 1936 and prior to 1955 
which was employment for purposes of subchapter A of chapter 9 of 
the Internal Revenue Code of 1939 under the law applicable to the 
period in which such service was performed, and any service, of what- 
ever nature, performed after 1954 either (A) by an employee for the 
person employing him, irrespective of the citizenship or residence of 
either, (i) within the United States, or (ii) on or in connection with 
an American vessel or American aircraft under a contract of service 
which is entered into within the United States or during the perform- 
ance of which and while the employee is employed on the vessel or 
aircraft it touches at a port in the United States, if the employee is 
employed on and in connection with such vessel or aircraft when out- 
side the United States, or (B) outside the United States by a citizen 
of the United States as an employee for an American employer (as 
defined in subsection (h)); except that, in the case of service per- 
formed after 1954, such term shall not include 

(1) (A) service performed in connection with the production 
or harvesting of any commodity defined as an agricultural com- 
modity in section 15 (g) of the Agricultural Marketing Act, as 
amended (46 Stat. 1550 § 3; 12 U.S. C. 1141)); 

[(B) service performed by foreign agricultural workers (i) 
under contracts entered into in accordance with title V of the 
Agricultural Act of 1949, as amended (65 Stat. 119; 7 U. S. C. 
1461-1468), or (ii) lawfully admitted to the United States from 
the Bahamas, Jamaica, and the other British West Indies on a 
temporary basis to perform agricultural labor;] 

(B) service performed by foreign agricultural workers (i) under 
contracts entered into in accordance with title V of the Agricultural 
Act of 1949, as amended (65 Stat. 119; 7 U. S. C. 1461-1468), or 
(ii) lawfully admitted to the United States from the Bahamas, 
Jamaica, and the other British West Indies, or from any foreign 
country or possession thereof, on a temporary basis to perform 
agricultural labor; 

(2) domestic service performed in a local college club, or local 
chapter of a college fraternity or sorority, by a student who is 
enrolled and is regularly attending classes at a school, college, or 
university ; 

(3) service performed by an individual in the employ of his son, 
daughter, or spouse, and service performed by a child under the 
age of 21 in the employ of bis father or mother; 

(4) service performed by an individual on or in connection with 
a vessel not an American vessel, or on or in connection with an 
aircraft not an American aircraft, if (A) the individual is em- 
ployed on and in connection with such vessel or aircraft, when 
outside the United States and (B) (i) such individual is not a 
citizen of the United States or (ii) the employer is not an Amer- 
ican employer; 

(5) service performed in the employ of any instrumentality 
of the United States, if such instrumentality is exempt from the 
tax imposed by section 3111 by virtue of any provision of law 
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which specifically refers to such section (or the corresponding 
section of prior law) in granting such exemption; 

(6) (A) service performed in the employ of the United States 
or in the employ of any instrumentality of the United States, if 
such service is covered by a retirement system established by a law 
of the United States; 

(B) service performed by an individual in the employ of an 
instrumentality of the United States if such an instrumentality 
was exempt from the tax imposed by section 1410 of the Internal 
Revenue Code of 1939 on December 31, 1950, and if such service 
is covered by à retirement system established bv such instru- 
mentality; except that the provisions of this subparagraph shall 
not be applicable to 

(i) service performed in the employ of a corporation which 
is wholly owned by the United States; 

(ii) service performed in the employ of a national farm 
loan association, a production credit association, a Federal 
Reserve Bank, or a Federal Credit Union; 

(iii) service performed in the employ of a State, county, 
or community committee under the Commodity Stabilization 
Service; 

(iv) service performed by a civilian employee, not com- 
pensated from funds appropriated by the Congress, in the 
Army and Air Force Exchange Service, Army and Air 
Force Motion Picture Service, Navy Exchanges, Marine 
Corps Exchanges, or other activities, conducted by an instru- 
mentality of the United States subject to the jurisdiction of 
the Secretary of Defense, at installations of the Department 
of Defense for the comfort, pleasure, contentment, and men- 
tal and physical improvement of personnel of such Depart- 
ment; or 

(v) service performed by a civilian employee, not compen- 
sated from funds appropriated by the Congress, in the Coast 
Guard Exchanges or other activities, conducted by an instru- 
mentality of the United States subject to the jurisdiction of 
the Secretary of the Treasury, at installations of the Coast 
Guard for the comfort, pleasure, contentment, and mental 
and physical improvement of personnel of the Coast Guard; 

(C) service performed in the employ of the United States or 
in the employ of any instrumentality of the United States, if such 
service is performed— 

(i) as the President or Vice President of the United States 
or as a Member, Delegate, or Resident Commissioner of or 
to the Congress; 

(ii) in the legislative branch; 

(iii) in a penal institution of the United States by an 
inmate thereof; 

(iv) by any individual as an employee included under 
section 2 of the Act of August 4, 1947 (relating to certain 
interns, student nurses, and other student employees of hos- 
pitals of the Federal Government; 5 U. S. C., sec. 1052 

(v) by any individual as an employee serving on a tempo- 
rary basis in case of fire, storm, earthquake, flood, or other 
similar emergency; or 
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(vi) by any individual to whom the Civil Service Retire- 
ment Act of 1930 does not apply because such individual is 
subject to another retirement system; 

(7) service (other than service which, under subsection (j), con- 
stitutes covered transportation service) performed in the employ 
of a State, or any political subdivision thereof, or any instru- 
mentality of any one or more of the foregoing which is wholly 
owned by one or more States or political subdivisions, 

(8) (A) service performed by a duly ordained, commissioned, 
or licensed minister of a church in the exercise of his ministry 
or by a member of a religious order in the exercise of duties re- 
quired by such order; 

(B) service performed in the employ of a religious, charitable, 
educational, or other organization described in section 501 (c) (3) 
which is exempt from income tax under section 501 (a), but this 
subparagraph shall not apply to service performed during the 
period for which a certificate, filed pursuant to subsection (k) 
(or the corresponding subsection of prior law), is in effect if such 
service is performed by an employee— 

(i) whose signature appears on the list filed by such 
organization under subsection (k) (or the corresponding 
subsection of prior law), or 

(ii) who became an employee of such organization after the 
calendar quarter in which the certificate was filed; 

(9) service performed by an individual as an employee or 
employee representative as defined in section 3231; 

(10) (A) service performed in any calendar quarter in the 
employ of any organization exempt from income tax under sec- 
tion 501 (a) (other than an organization described in section 
401 (a)) or under section 521, if the remuneration for such service 
is less than $50; 

(B) service performed in the employ of a school, college, or 
university if such service is performed by a student who is 
enrolled and is regularly attending classes at such school, college, 
or university ; 

(11) service performed in the employ of a foreign government 
(including service as a consular or other officer or employee or a 
nondiplomatic representative) ; 

(12) service performed in the employ of an instrumentality 
wholly owned by a foreign government— 

(A) if the service is of a character similar to that per- 
formed in foreign countries by employees of the United 
States Government or of an instrumentality thereof; and 

(B) if the Secretary of State shall certify to the Secretary 
that the foreign government, with respect to whose instru- 
mentality and employees thereof exemption is claimed, grants 
an equivalent exemption with respect to similar service per- 
formed in the foreign country by employees of the United 
States Government and of instrumentalities thereof; 

(13) service performed as a student nurse in the employ of a 
hospital or a nurses’ training school by an individual who is en- 
rolled and is regularly attending classes in a nurses’ training 
school chartered or approved pursuant to State law; and service 
performed as an intern in the employ of a hospital by an indi- 





SOCIAL SECURITY AMENDMENTS OF 1956 111 


vidual who has completed a 4 years’ course in a medical school 
chartered or approved pursuant to State law; 

(14) (A) service performed by an individual under the age of 18 
in the delivery or distribution of newspapers or shopping news, 
not including delivery or distribution to any point for subsequent 
delivery or distribution; 

(B) service performed by an individual in, and at the time of, 
the sale of newspapers or magazines to ultimate consumers, 
under an arrangement under which the newspapers or magazines 
are to be sold by him at a fixed price, his compensation being 
based on the retention of the excess of such price over the amount 
at which the newspapers or magazines are charged to him, 
whether or not he is guaranteed a minimum amount of compen- 
sation for such service, or is entitled to be credited with the 
unsold newspapers or magazines turned back; [or] 

(15) service performed in the employ of an international 
organization[.] ; or 

(16) service performed by an individual under an arrangement 
with the owner or tenant of land pursuant to which— 

(A) such individual undertakes to produce agricultural or 
horticultural commodities (including livestock. bees, poultry, 


and fur-bearing animals and wildlife) on such land, 

(B) the agricultural or horticultural commodities produced by 
such individual, or the proceeds therefrom, are to be divided 
between such individual and such owner or tenant, and 

(C) the amount of such individual’s share depends on the 
amount of the agricultural or horticultural commodities pro- 


duced. 

(c) INCLUDED AND ExcrLupEp SEnvicEÉ.— For purposes of this chap- 
ter, if the services performed during one-half or more of any pay period 
by an employee for the person employing him constitute employment, 
all the services of such employee for such period shall be deemed to be 
employment; but if the services performed during more than one-half 
of any such pay period by an employee for the person employing him 
do not constitute employment, then none of the services of such em- 
ployee for such period shall be deemed to be employment. As used in 
this subsection, the term “pay period” means a period (of not more 
than 31 consecutive days) for which a payment of remuneration is 
ordinarily made to the employee by the person employing him. This 
subsection shall not be applicable with respect to services performed 
in a pay period by an employee for the person employing him, where 
any of such service is excepted by subsection (b) (9). 

(d) Emptoyer.—For purposes of this chapter, the term “employee” 
means— 

(1) any officer of a corporation; or 
(2) any individual who, under the usual common law rules 
applicable in determining the employer-employee relationship, 
has the status of an employee; or 
(3) any individual (other than an individual who is an em- 
ployee under paragraph (1) or (2)) who performs services for 
remuneration for any person— 
(A) as an agent-driver or commission-driver engaged in 
distributing meat products, vegetable products, fruit prod- 
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ucts, bakery products, beverages (other than milk), or laun- 
dry or dry-cleaning services, for his principal; 

(B) as a full-time life insurance salesman; 

(C) as a home worker performing work, according to speci- 
fications furnished by the person for whom the services are 
performed, on materials or goods furnished by such person 
which are required to be returned to such person or a person 
designated by him; or 

(D) asa traveling or city salesman, other than as an agent- 
driver or commission-driver, engaged upon a full-time basis 
in the solicitation on behalf of, and the transmission to, his 
principal (except for side-line sales activities on behalf of 
some other person) of orders from wholesalers, retailers, con- 
tractors, or operators of hotels, restaurants, or other similar 
establishments for merchandise for resale or supplies for use 
in their business operations; 

if the contract of service contemplates that substantially all of 
such services are to be performed personally by such individual; 
except that an individual shall not be included in the term “em- 

loyee" under the provisions of this paragraph if such individual 

as & substantial investment in facilities used in connection with 
the performance of such services (other than in facilities for 
transportation), or if the services are in the nature of a single 
transaction not part of à continuing relationship with the person 
for whom the services are performed. 

(e) SrATE, UNrrED STATES, AND CrrIZEN.—For purposes of this 
chapter— 

(1) Srate.—The term “State” includes Alaska, Hawaii, the 
District of Columbia, Puerto Rico, and the Virgin Islands. 

(2) UNrTED SrATES.— The term **United States" when used in a 
geographical sense includes Puerto Rico and the Virgin Islands. 

An individual who is a citizen of Puerto Rico (but not otherwise a 
citizen of the United States) shall be considered, for purposes of this 
section, as a citizen of the United States. 

(f) AMERICAN VESSEL AND ÅIRCRAFT.—For purposes of this chapter, 
the term *American vessel" means any vessel documented or numbered 
under the laws of the United States; and includes any vessel which is 
neither documented or numbered under the laws of the United States 
nor documented under the laws of any foreign country, if its crew is 
employed solely by one or more citizens or residents of the United 
States or corporations organized under the laws of the United States 
or of any State; and the term “American aircraft” means an aircraft 
registered under the laws of the United States. 

(g) AGRICULTURAL LaBoR.—For purposes of this chapter, the term 

“agricultural labor” includes all service performed — 

(1) on a farm, in the employ.of any person, in connection with 
cultivating the soil, or in connection with raising or harvesting 
any agricultural or horticultural commodity, including the raising, 
shearing, feeding, caring for, training, and. management of live- 
stock, bees, poultry, and fur-bearing animals and wildlife; 

(2) in the employ of the owner or tenant or other operator of a 
farm, in connection with the operation, management, conserva- 
tion, improvement, or maintenance of such farm and its tools 
and ‘equipment, or in salvaging timber or clearing land of brush 
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and other debris left by a hurricane, if the major part of such 
service is performed on a farm; 

(3) in connection with the production or harvesting of any 
commodity defined as an agricultural commodity in section 15 (g) 
of the Agric — Marketing Act, as amended (46 Stat. 1550, 
$ 3; 12 U. S. C. 1141j), or in connection with the ginning of 
cotton, or in Е with the operation or maintenance of 
ditches, canals, reservoirs, or waterways, not owned or operated 
for profit, used exclusively for supplying and storing water for 
farming purposes; 

(4) (A) in the employ of the operator of a farm in handling, 
planting, drying, packing, packaging, processing, freezing, grad- 
ing, storing, or delivering to storage or to market or to & carrier 
for transportation to market, in its unmanufactured state, any 
agricultural or horticultural commodity; but only if such oper- 
ator produced more than one-half of the commodity with respect 
to which such service is performed ; 

(B) in the employ of a group of operators of farms (other 
than a cooperative organization) in the performance of service 
described in subparagraph (A), but only if such operators pro- 
duced all of the commodity with respect to which such service 
is performed. For purposes of this subparagraph, any unincor- 
porated group of operators shall be deemed a cooperative organi- 
zation if the number of operators comprising such group is more 
than 20 at any time during the calendar quarter in which such 
service is performed; 

(C) the provisions of subparagraphs (A) and (B) shall not be 
deemed to be applicable with respect to service performed in con- 
nection with commercial canning or commercial freezing or in 
connection with any agricultural or horticultural commodity after 
its delivery to a terminal market for distribution for consump- 
tion; or 

(5) on a farm operated for profit if such service is not in the 
course of the employer’s trade or business or is domestic service in 
a private home of the employer. 

As used in this subsection, the term "farm" includes stock, dairy, 
poultry, fruit, fur-bearing animal, and truck farms, plantations, 
ranches, nurseries, ranges, greenhouses or other similar structures used 
primarily for the raising of agricultural or horticultural commodities, 
and orchards. 

(h) AMERICAN EMPLOYER.—For purposes of this chapter, the term 
"American employer” means an employer which is- 

(1) the United States or any instrumentality thereof, 

(2) an individual who is a resident of the United States, 

(3) a partnership, if two-thirds or more of the partners are 
residents of the United States, 

(4) a trust, if all of the trustees are residents of the United 
States, or 

(5) a corporation organized under the laws of the United States 
or of any State. 

(i) COMPUTATION OF WAGES IN CERTAIN CAsEs.—For purposes of 
this chapter, in the case of domestic service described in subsection 
(a) (7) (B), any payment of cash remuneration for such service which 
is more or less than a whole-dollar amount shall, under such conditions 

78353—56——8 
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and to such extent as may be prescribed by regulations made under 
this chapter, be computed to the nearest dollar. For the purpose of 
the computation to the nearest dollar, the payment of a fractional 
part of a dollar shall be disregarded unless it amounts to one-half 
dollar or more, in which case it shall be increased to $1. The amount 
of any payment of cash remuneration so computed to the nearest 
dollar shall, in lieu of the amount actually paid, be deemed to consti- 
tute the amount of cash remuneration for purposes of subsection (a) 
(7) (B). 

(j) COVERED TRANSPORTATION SERVICE.—For purposes of this 
chapter— 

(1) EXISTING TRANSPORTATION SYSTEMS—GENERAL RULE.— 
Except as provided in paragraph (2), all service performed in the 
employ of a State or political subdivision in connection with its 
operation of à public transportation system shall constitute cov- 
ered transportation service if any part of the transportation sys- 
tem was acquired from private ownership after 1936 and prior to 
1951. 

(2) EXISTING TRANSPORTATION SYSTEMS—CASES IN WHICH NO 
TRANSPORTATION EMPLOYEES, OR ONLY CERTAIN EMPLOYEES, ARF 
COVERED.—Service performed in the employ of a State or political 
subdivision in connection with the operation of its public trans- 
portation system shall not constitute covered transportation 
service if— 

(A) any part of the transportation system was acquired 
from private ownership after 1936 and prior to 1951, and sub- 
stantially all service in connection with the operation of the 
transportation system was, on December 31, 1950, covered 
under a general retirement system providing benefits which, 
by reason of a provision of the State constitution dealing 
specifically with retirement systems of the State or political 
subdivisions thereof, cannot be diminished or impaired; or 

(B) no part of the transportation system operated by the 
State or political subdivision on December 31, 1950, was ac- 
quired from private ownership after 1936 and prior to 1951; 

except that if such State or political subdivision makes an acqui- 
sition after 1950 from private ownership of any part of its trans- 
portation system, then, in the case of any employee who— 

(C) became an employee of such State or political subdi- 
vision in connection with and at the time of its acquisition 
after 1950 of such part, and 

(D) prior to such acquisition rendered service in employ- 
ment (including as employment service covered by an agree- 
ment under section 218 of the Social Security Act) in con- 
nection with the operation of such part of the transportation 
system acquired by the State or political subdivision, 

the service of such employee in connection with the operation of 
the transportation system shall constitute covered transportation 
service, commencing with the first day of the third calendar quar- 
ter following the одах quarter in which the acquisition of such 
part took diem unless on such first day such service of such em- 
ployee is covered by a general retirement system which does not, 
with respect to such employee, contain special provisions appli- 
cable only to employees described in subparagraph (C). 
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(3) TRANSPORTATION SYSTEMS ACQUIRED AFTER 1950.—All serv- 
ice performed in the employ of a State or political subsidivion 
thereof in connection with its operation of a public transporta- 
tion system shall constitute covered transportation service if the 
transportation system was not operated by the State or political 
subdivision prior to 1951 and, at the time of its first acquisition 
(after 1950) from private ownership of any part of its transpor- 
tation system, the State or political subdivision did not have a 
general retirement system covering substantially all service per- 
formed in connection with the operation of the transportation 
system. 

(4) Derinitrions.—For purpose of this subsection— 

(A) The term “general retirement system’’ means any 
pension, annuity, retirement, or similar fund or system es- 
tablished by a State or by a political subdivision thereof for 
employees of the State, political subdivision, or both; but 
such term shall not include such a fund or system which 
covers only service performed in positions connected with 
the operation of its public transportation system. 

(B) A transportation system or a part thereof shall be 
considered to have been acquired by a State or political sub- 
division from private ownership if prior to the acquisition 
service performed by employees in connection with the op- 
eration of the system or part thereof acquired constituted 
employment under this chapter or subchapter A of chapter 
9 of the Internal Revenue Code of 1939 or was covered by an 
agreement made pursuant to section 218 of the Social Se- 
curity Act and some of such employees became employees 
of the State or political subdivision in connection with and 
at the time of such acquisition. 

(C) The term “political subdivision” includes an instru- 
mentality of — 

(i) a State, 
(ii) one or more political subdivisions of a State, or 
(iii) a State and one or more of its political sub- 
divisions. 
(k) EXEMPTION OF RELIGIOUS, CHARITABLE, AND CERTAIN OTHER 
ORGANIZATIONS.— 

(1) Waiver of exemption by organization.—An organization 
described in section 501 (c) (3) which is exempt from income tax 
under section 501 (a) may file a certificate (in such form and 
manner, and with such official, as may be prescribed by regula- 
tions made under this chapter) certifving that it desires to have 
the insurance system established by title II of the Social Security 
Act extended to service performed by its employees and that at 
least two-thirds of its employees concur in the filing of the 
certificate. Such certificate may be filed only if it is accompanied 
by a list containing the signature, address, and social security 
account number (if any) of each employee who concurs in the 
filing of the certificate. Such list may be amended at any time 

rior to the expiration of the twenty-fourth month following the 

t calendar quarter for which the certificate is in effect, or at 
any time prior to January 1, 1959, whichever is the later, by filing 
with the prescribed official a supplemental list or lists containing 
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the signature, address, and social security account number (if 
any) of each additional employee who concurs in the filing of the 
certificate. The list and any supplemental list shall be filed in 
such form and manner as may be prescribed by regulations made 
under tbis chapter. The certificate shall be in effect (for purposes 
of subsection (b) (8) (B) and for purposes of section 210 (a) (8) 
(B) of the Social Security Act) for the period beginning with 
[the first day following the close of the calendar quarter in which 
such certificate is filed ,J the first day of the calendar quarter in 
which such certificate is filed or the first day of the succeeding calendar 
quarter, as may be specified in the certificate, except that, in the 
case of service performed by an individual whose name appears 
on a supplemental list filed after the first month following the 
first calendar quarter for which the certificate is in effect, the 
certificate shall be in effect, for purposes of such subsection (b) 
(8) and for purposes of section 210 (a) (8) of the Social Security 
Act, only with respect to service pe chorion by such individual 
after the calendar quarter in which such supplemental list is 
filed. The period for which a certificate filed pursuant to this 
subsection or the corresponding subsection of prior law is effective 
may be terminated by the organization, effective at the end of a 
calendar quarter, upon giving 2 years’ advance notice in writing, 
but only if, at the time of the receipt of such notice, the certificate 
has been in effect for a period of not less than 8 years. The 
notice of termination may be revoked by the organization by 
giving, prior to the close of the calendar quarter specified in the 
notice of termination, a written notice of such revocation. Notice 
of termination or revocation thereof shall be filed in such form 
and manner, and with such official, as may be prescribed by 
regulations made under this chapter. 

(2) TERMINATION OF WAIVER PERIOD BY SECRETARY OR HIS 
DELEGATE.— If the Secretary or his delegate finds that any organi- 
zation whic h filed a certificate pursuant to this subsection or thi 
corresponding subsection of prior law has failed to comply sub- 
stantially with the requirements applicable with respect to the 
taxes imposed by this chapter or the corresponding provisions of 
prior law or is no longer able to comply with the requirements 
applicable with respect to the taxes imposed by this chapter, the 
Secretary or his delegate shall give such organization not less than 
60 days’ advance notice in writing that the period covered by such 
certificate will terminate at the end of the calendar quarter speci- 
fied in such notice. Such notice of termination may be revoked 
by the Secretary or his delegate by giving, prior to the close of the 
calendar quarter specified in the notice of termination, written 
notice of such revocation to the organization. No notice of ter- 
mination or of revocation thereof shall be given under this para- 
graph to an organization without the prior concurrence of the 
Secretary of Health, Education, and Welfare. 

(3) No RENEWAL OF WAIVER.—In the event the period covered 
by a certificate filed pursuant to this subsection or the correspond- 
ing subsection of prior law is terminated by the organization, no 
certificate may again be filed by such organization pursuant to 
this subsection. 
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(D AGREEMENTS ENTERED INTO BY Domestic CORPORATIONS WITH 
RESPECT TO FOREIGN SUBSIDIARIES.— 

(1) AGREEMENT WITH RESPECT TO CERTAIN EMPLOYEES OF 
FOREIGN SUBSIDIARIES.— The Secretary or his delegate shall, at 
the request of any domestic corporation, enter into an agreement 
(in such form and manner as may be prescribed by the Secretary 
or his delegate) with any such corporation which desires to have 
the insurance system established by title II of the Social Security 
Act extended to service performed outside the United States in 
the employ of any one or more of its foreign subsidiaries (as 
defined in paragraph (8)) by all employees who are citizens of 
the United States, except that the agreement shall not be appli- 
cable to any service performed by, or remuneration paid to, an 
employee if such service or remuneration would be excluded from 
the term *employment" or **wages", as defined in this section, had 
the service been performed in the United States. Such agree- 
ment may be amended at any time so as to be made applicable, in 
the same manner and under the same conditions, with respect to 
any other foreign subsidiary of such domestic corporation. Such 
agreement shall be applicable with respect to citizens of the 
United States who, on or after the effective date of the agreement, 
are employees of and perform services outside the United States 
for any foreign subsidiary specified in the agreement. Such 
agreement shall provide- 

(A) that the domestic corporation shall pay to the Secre- 
tary or his delegate, at such time or times as the Secretary or 
his delegate may by regulations prescribe, amounts equiva- 
lent to the sum of the taxes which would be imposed by sec- 
tions 3101 and 3111 (including amounts equivalent to the in- 
terest, additions to the taxes, additional amounts, and penal- 
ties which would be applicable) with respect to the remunera- 
tion which would be wages if the services covered by the 
agreement constituted employment as defined in this section; 
and 

(B) that the domestic corporation will comply with such 
regulations relating to payments and reports as the Secretary 
or his delegate may prescribe to carry out the purposes of this 
subsection. 

(2) EFFECTIVE PERIOD OF AGREEMENT.—An agreement entered 
into pursuant to paragraph (1) shall be in effect for the period 
beginning with the first day of the calendar quarter in which such 
agreement is entered into or the first day of the succeeding calen- 
dar quarter, as may be specified in the agreement, but in no case 
prior to January 1, 1955; except that in case such agreement is 
amended to include the services performed for any other sub- 
sidiary and such amendment is executed after the first month 
following the first calendar quarter for which the agreement is in 
effect, the agreement shall be in effect with respect to service 
performed for such other subsidiary only after the calendar 
quarter in which such amendment is executed. 

(3) TERMINATION OF PERIOD BY A DOMESTIC CORPORATION.— 
The period for which an agreement entered into pursuant to para- 
graph (1) of this subsection is effective may be terminated with 
respect to any one or more of its foreign subsidiaries by the 
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domestic corporation, effective at the end of a calendar quarter, 
upon giving two year's advance notice in writing, but only if, at 
the time of the receipt of such notice, the agreement has been in 
effect for a period of not less than eight years. The notice of 
termination may be revoked by the domestic corporation by giv- 
ing, prior to the close of the calendar quarter specified in ‘the 
notice of termination, a written notice of such revocation. Notice 
of termination or revocation thereof shall be filed in such form 
and manner as may be prescribed by regulations. Notwithstand- 
ing any other provision of this subsection, the period for which 
any such agreement is effective with respect to any foreign corpo- 
ration shall terminate at the end of any calendar quarter in which 
the foreign corporation, at any time in such quarter, ceases to be 
a foreign subsidiary as defined in paragraph (8). 

(4) ‘TERMINATION OF PERIOD BY SECRETARY.—If the Secretary 
or his delegate finds that any domestic corporation which entered 
into an agreement pursuant to this subsection has failed to comply 
substantially with the terms of such agreement, the Secretary or 
his delegate shall give such domestic corporation not less than 
sixty days’ advance notice in writing that the period covered by 
such agreement will terminate at the end of the calendar quarter 
specified in such notice. Such notice of termination may be 
revoked by the Secretary or his delegate by giving, prior to the 
close of the calendar quarter specified in the notice of termination, 
written notice of such revocation to the domestic corporation. 
No notice of termination or of revocation thereof shall be given 
under this paragraph to a domestic corporation without the prior 
concurrence of the Secretary of Health, Education, and Welfare. 

(5) No RENEWAL OF AGREEMENT.—If any agreement entered 
into pursuant to paragraph (1) of this subsection is terminated 
in its entirety (A) by a notice of termination filed by the domestic 
corporation pursuant to paragraph (3), or (B) by a notice of 
termination given by the Secretary or his delegate pursuant to 
paragraph (4), the domestic corporation may not again enter 
into an agreement pursuant to paragraph (1). If any such agree- 
ment is terminated with respect to any foreign subsidiary, such 
agreement may not thereafter be amended so as again to make it 
applicable with respect to such subsidiary. 

(6) Deposits IN TRUST FUND.—For purposes of section 201 of 
the Social Security Act, relating to appropriations to the Federal 
Old-Age and Survivors Insurance Trust Fund, such remunera- 
tion 

(A) paid for services covered by an agreement entered 
into pursuant to paragraph (1) as would be wages if the 
services constituted employment, and 

(B) as is reported to the Secretary or his delegate pursu- 
ant to the provisions of such agreement or of the Tegulations 
issued under this subsection, 

shall be considered wages subject to the taxes imposed by this 
chapter. 

(7) OVERPAYMENTS AND UNDERPAYMENTS.— : 

(A) If more or less than the correct amount due under 
an agreement entered into pursuant to this subsection is paid 
with respect to any payment of remuneration, proper ad- 
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justments with respect to the amounts due under such agree- 
ment shall be made, without interest, in such manner and at 
such times as may be re quired by regulations prescribed by 
the Secretary or his delegate. 

(B) If an overpayment cannot be adjusted under sub- 
paragraph (A), the amount thereof shall be paid by the Sec- 
retary or his delegate, through the Fiscal Service of the 
Treasury Department, but only if a claim for such overpay- 
ment is filed with the Secretary or his delegate within two 
years from the time such overpayment was made. 

(8) DEFINITION OF FOREIGN SUBSIDIARY.—-For purposes of this 
subsection and section 210 (a) of the Social Security Act, a for- 
eign subsidiary of a domestic corporation is— 

[(A) a foreign corporation more than 50 percent of the 
voting stock of which is owned by such domestic corporation; 
or] 

(A) a foreign corporation not less than 20 percent of the 
voting stock of which is owned by such domestic corporation; or 

(B) a foreign corporation more than 50 percent of the 
voting stock of which is owned by the foreign corporation 
described in subparagraph (A). 

(9) DoMEsTIC CORPORATION AS SEPARATE ENTITY.—Each do- 
mestic corporation which enters into an agreement pursuant to 
paragraph (1) of this subsection shall, for purposes of this subsec- 
tion and section 6413 (c) (2) (C), relating to special refunds in the 
case of employees of certain foreign corporations, be considered 
an employer in its capacity as a party to such agreement separate 
and distinct from its identity as a person employing individuals 
on its own account. 

(10) Reauiations.—Regulations of the Secretary or his dele- 
gate to carry out the purposes of this subsection shall be designed 
to make the requirements imposed on domestic corporations with 
respect to services covered by an agreement entered into pursuant 
to this subsection the same, so far as practicable, as those imposed 
upon employers pursuant to this title with respect to the taxes 
imposed by this chapter. 

(m) CREW LEADER.—For purposes of this chapter, the term “crew 
leader" means an individual who furnishes individuals to perform agri- 
tural labor for another person, if such individual pays (either on his own 
behalf or on behalf of such person) the individuals so furnished by him 
for the agricultural labor performed by them and if such individual has 
not entered into a written agreement with such person whereby such indi- 
vidual has been designated as an employee of such person; and such indi- 
viduals furnished by the crew leader to perform agricultural labor for 
another person shall be deemed to be the employees of such crew leader. 
For purposes of this chapter, a crew leader shall, with respect to service 
performed in furnishing individuals to perform agricultural labor for 
another person and service performed as a member of the crew, be deemed 
not to be an employee of such other person. 

* * * * ж 
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SECTION 8 OF SOCIAL SECURITY ACT AMENDMENTS OF 
1952, AS AMENDED 


* * * * * ж ж 

SEc. 8. (a) Section 3 (a) of the Social Security Act is amended to 
read as follows: 

"SEc. 3. (a) From the sums appropriated therefor, the Secretary of 
the Treasury shall pay to each State which has an approved plan for 
old-age assistance, for each quarter, beginning with the quarter com- 
mencing October 1, — (1) in the case of any State other than 
Puerto Rico and the Virgin Islands, an amount, which shall be used 
exclusively as old-age assistance, equal to the sum of the following 
proportions of the total amounts expended during such quarter as old- 
age assistance under the State plan, not counting so much of such ex- 
penditure with respect to any individual for any month as exceeds 
$55— 

“(А) four-fifths of such expenditures, not counting so much of 
any expenditure with respect to any month as exceeds the prod- 
uct of $25 multiplied by the total number of such individuals who 
received old-age assistance for such month; plus 

“(В) one-half of the amount by which such expenditures ex- 
ceed the maximum which may be counted under clause (A); 

and (2) in the case of Puerto Rico and the Virgin Islands, an amount, 
which shall be used exclusively as old-age assistance, equal to one- 
half of the total of the sums expended during such quarter as old-age 
assistance under the State plan, not counting so much of such expend- 
iture with respect to any individual for any month as exceeds $30, 
and (3) in the case of any State, an amount equal to one-half of the 
total of the sums expended during such quarter as found necessary 
by the Administrator for the proper and efficient administration of 
the State plan, which amount shall be used for paying the costs of 
administering the State plan or for old-age assistance, or both, and 
for no other purpose." 

(b) Section 403 (a) of such Act is amended to read as follows: 

“Src. 403. (a) From the sums appropriated therefor, the Secretary 
of the Treasury shall pay to each State which has an approved plan 
for aid to dependent children, f each quarter, beginning with the 
quarter commencing October 1, 1952, (1) in the case of any State 
other than Puerto Rico and А Virgin Islands, an amount, which 
shall be used exclusively as aid to dependent children, equal to the 
sum of the following proportions of the total amounts expended dur- 
ing such quarter as | aid to dependent children under the State plan, 
not counting so much of such expenditure with respect to any depend- 
ent child for any month as exceeds $30, or if there is more than one 
dependent child in the same home, as exceeds $30 with respect to one 
such dependent child and $21 with respect to each of the other depend- 
ent children, and not counting so much of such expenditure for any 
month with respect to & relative with whom any dependent child 
living as exceeds $30— 

*(A) four-fifths of such expenditures, not counting so much 
of the expenditures with respect to any month as exceeds the 
product of $15 multiplied by the total number of dependent 
children and other individuals with respect to whom aid to de- 
pendent children is paid for such month, plus 
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“(B) one-half of the amount by which such expenditures ex- 
ceed the maximum which may be counted under clause (A); 

and (2) in the case of Puerto Rico and the Virgin Islands, an amount, 
which shall be used exclusively as aid to dependent children, equal to 
one-half of the total of the sums expended during such quarter as 
aid to dependent children under the State plan, not counting so much 
of such expenditure with respect to any dependent child for any 
month as exceeds $18, or if there is more than one dependent child 
in the same home, as exceeds $18 with respect to one such dependent 
child and $12 with respect to each of the other dependent children; 
and (3) in the case of any State, an amount equal to one-half of the 
total of the sums expended during such quarter as found necessary 
bv the Administrator for the proper and efficient administration of 
the State plan, which amount shall be used for paying the costs of 
administering the State plan or for aid to dependent children, or 
both, and for no other purpose." 

(c) Section 1003 (a) of such Act is amended to read as follows: 

“Sec. 1003. (a) From the sums appropriated therefor, the Secretary 
of the Treasury shall pay to each State which has an approved plan 
for aid to the blind, for each quarter, beginning with the quarter com- 
mencing October 1, 1952, (1) in the case of any State other than Puerto 
Rico and the Virgin Islands, an amount, which shall be used exclu- 
sively as aid to the blind, equal to the sum of the following proportions 
of the total amounts expended during such quarter as aid to the blind 
under the State plan, not counting so much of such expenditure with 
respect to any individual for any month as exceeds $55- 

“(A) four-fifths of such expenditures, not counting so much 
of any expenditure with respect to any month as exceeds the 
product of $25 multiplied by the total number of such individuals 
who received aid to the blind for such month, plus 

“(B) one-half of the amount by which such expenditures 
exceed the maximum which may be counted under clause (A); 

and (2) in the case of Puerto Rico and the Virgin Islands, an amount, 
which shall be used exclusively as aid to the blind, equal to one-half of 
the total of the sums expended during such quarter as aid to the blind 
under the State plan, not counting so much of such expenditure with 
respect to any individual for any month as exceeds $30; and (3) in the 
case of any State, an amount equal to one-half of the total of the sums 
expended during such quarter as found necessary by the Administrator 
for the proper and efficient administration of the State plan, which 
amount shall be used for paying the costs of administering the State 
plan or for aid to the blind, or both, and for no other purpose.”’ 

(d) Section 1403 (a) of such Act is amended to read as follows: 

“Sec. 1403. (a) From the sums appropriated therefor, the Secretary 
of the Treasury shall pay to each State which has an approved plan 
for aid to the permanently and totally disabled, for each quarter, 
beginning with the quarter commencing October 1, 1952, (1) in the 
case of any State other than Puerto Rico and the Virgin Islands, an 
amount, which shall be used exclusively as aid to the permanently and 
totally disabled, equal to the sum of the following proportions of the 
total amounts expended during such quarter as aid to the permanently 
and totally disabled under the State plan, not counting so much of 
such expenditure with respect to any individual for any month as 
exceeds $55— 
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“(А) four-fifths of such expenditures, not counting so much of 
any expenditure with respect to any month as exceeds the prod- 
uct of $25 multiplied by the total number of such individuals 
who received aid to the permanently and totally disabled for 
such month, plus 

"(B) one-half of the amount by which such expenditures ex- 
ceed the maximum which may be counted under clause (A); 

and (2) in the case of Puerto Rico and the Virgin Islands, an amount, 
which shall be used exclusively as aid to the permanently and totally 
disabled, equal to one-half of the total of the sums expended during 
such quarter as aid to the permanently and totally disabled under the 
State plan, not counting so much of such expenditure with respect 
to any individual for any month as exceeds $30; and (3) in the case of 
any State, an amount equal to one-half of the total of the sums ex- 
pended during such quarter as found necessary by the Administrator 
for the proper and efficient administration of the State plan, which 
amount shall be used for paying the costs of administering the State 
plan or for aid to the permanently and totally disabled, or both, and 
for no other purpose." 

(e) The amendments made by this section shall be effective for the 
period beginning October 1, 1952, and ending with the close of [Sep- 
tember 30, 1956,] June 30, 1959, and after such amendments cease 
to be in effect any provision of law amended thereby shall be in full 
force and effect as though this Act had not been enacted. 


SECTION 403 OF SOCIAL SECURITY ACT AMENDMENTS OF 
1954 


[SERVICE FOR CERTAIN Tax-Exempt ORGANIZATIONS PRIOR TO 
ENACTMENT оғ Тніѕ Аст 


[5=с. 403. (8) In any case in which — 

[(1) an individual has been employed, at any time subsequent 
to 1950 and prior to the enactment of this Act, by an organization 
which is exempt from income tax under section 101 (6) of the 
Internal Revenue Code of 1939 but which has failed to file prior 
to the enactment of this Act a waiver certificate under section 
1426 (D (1) of the Internal Revenue Code of 1939; 

[(2) the service performed by such individual as an employee of 
such organization during the period subsequent to 1950 and prior 
to 1955 would have constituted employment (as defined in sec- 
tion 210 of the Social Security Act and section 1436 (b) of the 
Internal Revenue Code of 1939) if such organization bad filed 
prior to the performance of such service such a certificate accom- 
pained by a list of the signatures of employees who concurred in 
the filing of such certificate and such individual's signature had 
appeared on such list; 

[o the taxes imposed by sections 1400 and 1410 of the Internal 
Revenue Code of 1939 have been paid with respect to any part 
of the remuneration paid to such individual by such organization 


for such service; 1 
[(4) part of such taxes have been paid prior to the enactment of 


this Act: 
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[(5) so much of such taxes as have been paid prior to the enact- 
ment of this Act have been paid by such organization in good 
faith and upon the assumption that a waiver certificate had been 
filed by it under section 1426 (1) (1) of the Internal Revenue 
Code of 1939; and 

[(6) no refund of such taxes has been obtained. 

the amount of such remuneration with respect to which such taxes 
have been paid shall, upon the request of such individual (filed in such 
form and manner, and with such official, às may be prescribed by 
rezulations made under subchapter A of Chapter 9 of the Internal 
Revenue Code of 1939), be deemed to constitute remuneration for 
emplovment as defined in section 210 of the Social Securitv Act and 
section 1426 (b) of the Internal Revenue Code of 1939. 
[(b) In any case in which 

[(1) an individual has been employed, at any time subsequent 
to 1950 and prior to the enactment of this Act, bv an organization 
which has filed a waiver certificate under section 1426 (1) (1) of 
the Internal Revenue Code of 1939; 

[(2) the service performed by such individual during the time 
he was so emploved would have constituted employment (as 
defined in section 210 of the Social Security. Act and section 1426 
(b) of the Internal Revenue Code of 1939) if such individual's 
signature had appeared on the list of signatures of employees 
who concurred in the filing of such certificate ; 

[(3) the taxes imposed bv sections 1400 and 1410 of the Inter- 
nal Revenue Code of 1939 have been paid prior to the enactment 
of this Act with respect to any part of the remuneration paid to 
such individual by such organization for such service; and 

[(4) no refund of such taxes has been obtained, 

the amount of such remuneration with respect to which such taxes have 
been paid shall, upon the request of such individual (filed on or before 
January 1, 1957, and in such form and manner, and with such official, 
as may be prescribed by regulations made under subchapter A of 
chapter 9 of the Internal Revenue Code of 1939), be deemed to con- 
stitute remuneration for employment as defined in section 210 of the 
Social Security Act and section 1426 (b) of the Internal Revenue Code 
of 1939, and such individual shall be deemed to have concurred in the 
filing of T waiver certificate filed bv such organization under section 
1426 (D (1) of the Internal Revenue Code of 1939 1 


SERVICE FOR CERTAIN TAX-EXEMPT ORGANIZATIONS PRIOR TO 
ENACTMENT OF THE SOCIAL SECURITY AMENDMENTS OF 1956 


Sec. 408. (a) In any case in which 

“(1) an individual has been employed, at any time subsequent 
to 1950 and prior to the enactment of the Social Security Amend- 
ments of 1956, by an organization which is described in section 501 
(c) (3) of the Internal Revenue Code of 1954 and which is exempt 
from income tax under section 501 (a) of such Code but which has 
failed to file prior to the enactment of the Social Security Amend- 
ments of 1956 a valid waiver certificate under section 1426 (D) (1) 
of the Internal Revenue Code of 1939 or section 3121 (k) (1) of the 

nternal Revenue Code of 1954; 
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(2) the service performed by such individual as an employee of 
such organization during the period subsequent to 1950 and prior 
to 1957 would have constituted employment (as defined 4n section 
210 of the Social Security Act and section 1426 (b) of the Internal 
Revenue Code of 1939 or section 3121 (b) of the Internal Revenue 
Code of 1954, as the case may be, at the time such service was per- 
formed) if such organization had filed prior to the performance of 
such service such a certificate accompanied by a list of the signa- 
tures of employees who concurred in the filing of such certificate 
and such individual’s siqnature had appeared on such List: 

(3) the taxes imposed by sections 1400 and 1410 of the Internal 
Revenue Code of 1939 or sections 3101 and 8111 of the Internal 
Revenue Code of 1954, as the case may be, have been. paid with 
respect to any part of the remuneration paid to such individual by 
such organization for such service; 

(4) part of such taxes have been paid prior to the enactment of 
the Social Security Amendments of 1956; 

(5) so much of such taxes as have been paid prior to the enactment 
of the Social Security Amendments of 1956 have been paid by such 
organization in good faith and upon the assumption that a valid 
waiver certificate had been filed by it under section 1426 (I) (1) of 
the Internal RevenuegCode of 1939 or section 3121 (k) (1) of the In- 
ternal Revenue Code of 1954, as the case may be; and 

(6) no refund of such taxes has been obtained, 

the amount of such remuneration with respect to which such taxes have 
been paid shall, upon the request of such individual (filed in such form 
and manner, and with such official, as may be prescribed by re qulations 
under chapter 21 of the Internal Revenue Code of 1954), be deemed to 
constitute remuneration for employment as defined in section 210 of the 
Social Security Act and section 1426 (b) of the Internal Revenue Code 
of 1989 or section 3121 (b) of the Internal Revenue Code of 1954, as the 
case may be. 
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*(b) In any case in which— 

“(1) ап individual has been employed, at any time subsequent 
to 1950 and prior to the enactment of the Social Security Amend- 
ments of 1956, by an organization which has filed a valid waiver 
ee under section 1426 (1) (1) of the Internal Revenue Code of 
1939 or section 3121 (k) (1) of the Internal Revenue Codi of 1954; 

“(2) the service by such individual during the time he 
was so employed would have constituted employment (as defined in 
section 210 of the Social Security Act and section 1426 (b) of the 
Internal Revenue Code of 1989 or section 3121 (b) of the Internal 
Revenue Code of 1954, as the case may be, at the time such service 
was performed) if such individual's signature had appeared on the 
list of signatures of employees who concurred in the filing of such 
certificate; 

* (3) the taxes imposed by sections 1400 and 1410 of the Internal 
Revenue Code of 1939 or sections 3101 and 3111 of the Internal 
Revenue Code of 1954, as the case may be, have been paid prior to 
the enactment of the Social Security Amendments of 1956 with 
respect to any part of the remuneration paid to such individual by 
such organization for such service; and 
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* (4) no refund of such taxes has been obtained, 

the amount of such remuneration with respect to which such taxes have 
been paid shall, upon the request of such individual (filed on or before 
January 1, 1959, and in such form and manner, and with such official, 
as may be prescribed by regulations made under chapter 21 of the Internal 
Revenue Code of 1954), be deemed to constitute remuneration for employ- 
noe as defined in section 210 of the Social Security Act and section 1426 

b) of the Internal Revenue Code of 1939 or section 3121 (b) of the Internal 
MU Code of 1954, as the case may be, and such individual shall be 
deemed to have concurred in the filing of the waiver certificate filed by such 
organization under section 1426 (D) (1) of the Internal Revenue Code of 
1939 or section 3121 (k) (1) of the Internal Revenue Code of 1954.” 
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MINORITY VIEWS ON H. R. 7225 


The Senate Committee on Finance had almost a full year during 
which the House-passed bill was before it. While the bill has been 
improved in several respects, the actions of the Senate Committee on 
Finance resulted in striking out some of the most beneficial provisions 
of the bill passed by the House. Specifically, we feel that the com- 
mittee should never have eliminated those provisions which provided 
disability benefits for workers who become disabled after age 50 and 
those provisions which lowered the retirement age for working women, 
wives of retired workers and dependent mothers. 

We further believe that the bill should have been amended to pro- 
vide additional Federal assistance to State welfare plans for the 
assistance of the needy aged, blind, and totally and permanently 
disabled. 

DıISABILITY BENEFITS 


The old-age and survivors insurance system now pays benefits to 
retired people who are 65 or over. To a considerable extent these 
benefits rest on a general presumption of the likelihood of serious dis- 
abilities in later life. Yet there is no magic in the selection of age 65 
as the point at which workers no longer young are forced out of the 
labor market because of disabilities. There are around a million 
persons between ages 50 and 65, for example, who would be working 
but for serious long-term disability. At present they have little 
recourse but the charity of friends and relatives and the Federal-State 
programs of assistance to the needy. 

We believe that retirement protection for the 70 million workers 
under old-age and survivors insurance is woefully incomplete because 
it does not now provide a lower retirement age for those who are 
demonstrably retired by reason of a permanent and total disability. 
We recommend the narrowing of this serious gap in the old-age and 
survivors insurance system by providing for the payment of retirement 
benefits at age 50 to those regular workers who are forced into pre- 
mature retirement because of disability. 

The majority report states that through the assistance programs in 
most of the States— 


provisions have already been made to meet the basic needs 
of those who cannot support themselves because of extended 
and serious disability. 


Such State welfare plans no more meet the needs of insurance to care 
for disability than do the welfare plans for the needy aged eliminate 
the need of old-age insurance. 

Many States, because of inadequacy of funds, are able to provide 
welfare payments no greater than $35 per month. Many States have 
lien requirements whereby any recipient of disability assistance is 
subject to having his property seized and sold at his death. In addi- 
tion, many States do not permit welfare assistance to any person if 
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there 1s a relative in the family who could, if he would, provide some 
assistance for the needy person. 

Seven States have no program whatever to provide relief in"cases 
of disability. Nearly a fifth of the Nation's population resides in 
these areas. 

Under a sound social-insurance program, Americans should be 
protected against the fundamental hazards which would otherwise 
destroy their earning power and reduce them to beggary. Granted 
that some form of income is necessary to provide for those who are 
unable to provide for themselves, it is-far preferable that these persons 
should remain proud, self-sufficient Americans rather than become 
hat-in-hand pleaders for public charity. 


PRIOR CONSIDERATION OF DISABILITY INSURANCE 


For almost 20 years it has been maintained that disability benefits 
should be paid under our social-security program but that such 
benefits should be delayed for further study. Additional delay is 
completely unjustified. 

In 1937 the Senate Special Committee on Social Security appointed 
a 25-member Advisory Council on Social Security composed of 
individuals representing employers, employees, and the public to 
study the social-security system. After a year of study, this non- 
partisan group reported its recommendations. ‘The council reported 
unanimous agreement on the social desirability of paying benefits to 
insured persons who became totally and permanently disabled, and 
disagreed only as to whether such benefits should be inaugurated 
immediately, or after further detailed study. 

In 1947 the Senate Finance Committee appointed an Advisory 
Council on Social Security composed of 17 members from representa- 
tive areas of American life to consider, among other questions, the 
advisability of initiating disability payments as a part of the social- 
insurance system. In 1948 the chairman, the late Edward R. Stet- 
tinius, Jr., reported back to the committee that, after careful study 
of all aspects of the question, 15 of the 17 members felt that the time 
had come to extend social-insurance protection to the risk of loss of 
income from disability. 

The only two dissenting members were the present Secretary of 
Health, Education, and Welfare and the then president of a large 
insurance company. 

The council particularly stressed the desirability of insurance bene- 
fits related to past contributions as a matter of right rather than forc- 
ing the disabled worker to reduce himself to virtual destitution and 
depend upon public assistance. The council felt that the protection 
of the disabled worker’s dignity and self-respect in this manner would 
play an important part in preserving his will to work and a positive 
attitude toward rehabilitation. 

Of the need for such a program, the council felt no doubt: 


Income loss from permanent and total disability is a major 
economic hazard to which, like old age and death, all gainful 
workers are exposed * * *. The economic hardship result- 
ing from permanent and total disability is frequently even 
greater than that created by old age or death. 
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In 1950, following extensive hearings, the House Ways and Means 
Committee favorably reported a social-security bill containing provi- 
sions for permanent and total disability insurance. The committee 
pointed out that the proposed public assistance program for the dis- 
abled could meet only part of the problem and that the worker who 
had paid social insurance contributions over a number of years had a 
real stake in the system which deserved to be recognized. 

The Senate Finance Committee, however, disapproved the disa- 
bility insurance provisions, stating in its report that 


* * * further study should be made of the problem of 
income maintenance for permanently and totally disabled 
persons. 


The 1950 bill, as finally passed, did not include the provisions for 
disability insurance, although the ne problem was recognized 
to a degree by the establishment of a separate public assistance 
program for the disabled. 

In 1954 recognition was again given to the equity involved in the 
case of an insured worker who became disabled. The ‘disability 
freeze” allowed the disabled worker to leave out the years of disability 
in computing his average wages for the purpose of determining benefits 
jiyable at 65. "The experience thus far under this legislation has 

een highly useful in demonstrating that disability can be determined 
administratively within the framework of our social-security system 
without unusual difficulty. 

Over the years the experience of foreign governments in providing 
disability insurance has not been without value to those concerned 
with the problem in the United States. By 1954, 37 foreign countries 
had put into effect programs of disability insurance on a contributory 
basis, as compared to only 4 countries which had disability benefits 
restricted to a needs test. While the benefits in some countries are 
extremely low, other countries have successfully administered pro- 
grams paying benefits at least as high in relation to average wages as 
those proposed in the United States. 

In the consideration of disability insurance during the present 
Congress, the views expressed by those who are intimately connected 
with programs of public welfare have been particularly important, it 
seems to us, because of their close association on the local level with 
such problems as disability determination, adjudication, and re- 
habilitation. 

At a meeting in Washington in March of this year, the public 
assistance and welfare directors of the States expressed unanimous 
approval of the proposed disability insurance program. 

Despite the plea by the Secretary of Health, Education, and Welfare 
for more time, we know that the Department of Health, Education, 
and Welfare has made exhaustive studies over the years, and we are 
convinced that it is prepared to conduct a sound disability benefits 
program. On this point, John W. Tr amburg, who served as Com- 
missioner of Social Security under the present administration, and 
now is president of the American Public Welfare Association, testified 
before this committee: 


The staff of the Social Security Administration has investi- 
gated every possible angle of this subject, such as the experi- 
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ence of private insurance companies and the experience of 
foreign countries in the administration of disability benefits; 
they have studied the disability benefits experience of the 
Railroad Retirement Board and other Government agencies; 
they have studied and looked into the possible ways of ad- 
ministering à sound and efficient disability insurance benefit 
program. 

While Commissioner of Social Security I was responsible 
for the early stages of planning the administration of the 
disability freeze which your committee included in the 1954 
social-security amendments. I know each of the officials 
responsible for the administration of the disability freeze 
program * * * they are as able and conscientious à group 
of publie officials as can be found and in their hands the basic 
planning of the disability * * * benefit program will be 
wisely and efficiently carried out. 

In the light of the experience now available from so many sources, 
and in view of the consideration given the question of disability 
insurance for almost 20 years, it seems to us that the continued objec- 
tions regarding the uncertainties of such a program and the continued 
call for further study constitute a tactical maneuver on the part of 
those who basically are opposed to the idea. 

It is true that all of the possible administrative problems are not 
known, and cannot possibly be known until the program is under 
way. Yet as the 1937 council reported: 

If the Social Security Act had not been launched until all 
administrative difficulties had been solved, this act would 
never have been put into operation. 


COST OF DISABILITY BENEFITS 


Much has been said about the cost aspects of the proposed disability- 
benefits program. Seldom is this cost explained in terms of additional 
insurance the worker is buying. American people are perfectly willing 
to pay a nominal increase in taxes to obtain this vital protection against 
expensive and unpredictable risk of a crippling illness or injury. 

Under our proposal the top cost of buying this kind of protection 
for the employee paying on the full $4,200 would approximate $10 
per year. (The approximate figure for employees is used because self- 
employed individuals contribute only 1X times the employee rate and 
so the share for employers and employees is somewhat more than the 
level-premium cost.) In return he will recieve benefits of $108.50 per 
month if he is totally and permanently disabled after age 50, and meets 
the other qualifications. People with lower earnings will, of course, 
pay proportionately less. 

These figures are based upon the intermediate cost estimates fur- 
nished to the committee which show that the level-premium cost of 
adding disability benefits for people 50 and over would be well under 
one-half percent of payroll—or 0.42 percent. 

The predicated costs may indeed, be lower than the intermediate- 
cost estimate we have used. In our judgment the Chief Actuary of 
the Social Security Administration has made as good an estimate 
of the probable cost of these proposed new benefits, and of the benefits 
already provided under the old-age and survivors’ insurance system, 
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as is humanly possible. But it is important to remember that, 
according to past experience, the estimates usually have been higher, 
rather than lower, than actual costs. They are based upon the 
assumption that there will be no future increase in the general level 
of earnings. 

This is, of course, contrary to the actual experience in the past, 
particularly since 1939, since which time average weekly wages have 
trebled. As the actuary pointed out in his testimony before this 
committee, his present estimate of the cost of benefits now being paid, 
based on 1954 earnings, has been reduced by 0.26 percent of payroll 
as compared with his estimate based upon 1951-52 earnings. He also 
states that a “possibly lower cost”? would result if the cost estimate 
were made on the basis of 1955 earnings. 

In our opinion, there is no question that such a cost estimate would 
be lower because of the considerable increase in earnings in 1955 as 
compared with 1954 and the general trend of rising wage levels that 
the country has experienced and will continue to experience. 

These figures are estimates, and costs could vary. But even on the 
remote possibility that the high cost figures prevail, we believe the 
American people would want to buy the kind of protection they will 
provide. According to these high-cost estimates, an employee with 
wages of $4,200 per year would have to pay an additional $14 per 
year, approximately. Under the low-cost estimates the annual cost 
to the same worker would be approximately $7 per year. 

We doubt that the cost would approach the high-cost estimates, 
but even if, as some people have predicted, costs wouk l greatly excee а 
the intermediate estimate used in our proposal, we believe that the 
families of this country would want the added protection. 


ADMINISTRATION OF DISABILITY BENEFITS 


Under our proposal the determination of disability will be made by 

the State agencies which make the determinations under the disability 

“freeze” provision enacted in 1954. "The Department of Health, 
Education, and Welfare now has agreements with 36 States, the Dis- 
triet of Columbia, and Puerto Rico to make such determinations. In 
all but 5 of these 38 jurisdictions, there are agreements with State 
vocational rehabilitation agencies. 

Eleven additional States and two Territories have designated 
vocational rehabilitation agencies to enter into agreements for this 
purpose, and it is expected that these agreements will be completed 
in the near future. In the few States where the State agency desig- 
nated is the public welfare agency rather than the rehabilitation 
agency, working relationships have been developed for the proper 
referral of individuals for rehabilitation purposes. 

The use of these State agencies in making disability determinations 
for a program of disability benefits will avoid duplicating use of 
existing medical facilities and records and will utilize well-established 
relationships with the medical profession. The near-universality of 
the coverage of old-age and survivors insurance means that through 
its earnings reports and records the Bureau of Old Age and Survivors 
Insurance will have an automatic check on the earnings of the disabled. 

In the future it may be found preferable that the determination of 
disability should be made by the Federal Government under its own 
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rules and regulations. If so, a simple amendment to the Social Se- 
curity Act at a later date could provide for an orderly changeover. 
In the meanwhile, it will facilitate the beginning of the program to 
take advantage of the facilities and experience of the State agencies. 

Field offices established for old-age and survivors insurance ‘and for 
the disability freeze could continue to function for disability benefits. 
People could therefore go to one field office for all questions concerning 
earnings records, filing, etc., where facts established for one type of 
benefit—such as marriage or age—are on record for both programs. 
Employers would keep a single set of records for both programs. 

The majority report stresses the difficulty of determining disability 
in a public program providing such benefits. But we know that 
disability determinations are being made suce sssfully every day, not 
only in connection with the ‘ ‘disability freeze" provision of the old-age 
and survivors insurance system, but also in numerous public programs 
which pay benefits. As a matter of fact, some 420,000 people are 
now receiving disability benefits under the following federally admin- 
istered programs: 

Veterans with 70 percent or more disability: 

TUE WU Si cones 11, 000 
Korean conflict... 18, 000 
World War II 128, 000 
Regular Est: iblishment. 10, 000 
Railroad retirement. _ 85, 000 
Federal civil service... 57, 000 
Federal noncontributory. . 81, 000 


120, 000 


Most State and local retirement systems also include benefits for 
persons who have been disabled prior to retirement. Of the 3 million 
members of State and local retirement systems, about 2.9 million have 
protection against service-connected disability and about 2.5 million 
are in systems which include protection against all disability. 

Experience with a disability benefit plan in the railroad retirement 
system indicates that it would be equally effective in a social-security 
system, in the opinion of William J. Kennedy, former Chairman 
of the Railroad Retirement Board, who has written: 


Frankly, I have always been at a loss to understand these 
criticisms (that disability programs are difficult to admin- 
ister) in the light of the existence of an obviously successful 
disability program under the railroad retirement system to 
say nothing of those under the Federal and the numerous 
State and municipal retirement systems for government 
employees or of the workmen’s compensation laws in every 
State in the Union. 

While the administration of the disability part of our 
program has presented problems not involved in the payment 
of old-age retirement benefits, we have not found these 
problems insuperable or even particularly difficult * * * 
The standards, whicn have been strictly adhered to, are, in 
our opinion, in conformity with the statutory provisions 
and with the intent of Congress as reflected in the well- 
documented legislative history of tne act * * * Our 
disability program has been kept well in hand not only 
administratively but financially as well. There has been 
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no tendency for the number of disability retirements to in- 
crease beyond the bounds set by advance cost estimates * * * 
From our observation * * * we have come to the general 
conclusion that, under our system, retirement for disability 
has tended to be influenced by the same economie factors 
as retirement on &ccount of age. 


We submit that the experience with these well-established programs 
has demonstrated that the extent of disability can be determined with 
sufficient precision to make such a program administratively feasible 
and financially sound. We also wish to point out that the rehabilita- 
tion features of the program we propose make an important contribu- 
tion in this respect because they bring into play other factors—such 
as attitude and work record—to supplement the medical diagnosis as 
to the extent of disability. 


EFFECT ON REHABILITATION 


The majority report takes the position that the payment of disa- 
bility benefits might discourage rehabilitation. Belief that rehabili- 
tation would be hindered or malingering encouraged seems to us to be 
unjustified in view of the stringent eligibility requirements, limited 
benefits, and positive stress on rehabilitation contained in the proposal 
to which we subscribe. 

The eligibility requirements would require a substantial and recent 
attachment to the labor force, determined by a work history which 
would have to include covered employment in 6 out of the last 13 and 
20 out of the last 40 quarters prior to disability. 

The definition of disability contained in the proposal is a conserva- 
tive one, limited to medically determinable physical or mental 
impairment which prevents the individual from engaging in any 
substantial gainful activity. Furthermore, a waiting period of 6 
consecutive months of disability prior ‘to eligibility for benefits is 
required. 

Since benefits under our proposal would not be paid to the depend- 
ents of a disabled worker, the income available to a worker’s family 
from disability insurance would not be sufficient to encourage persons 
on the borderline of total disablement to seek benefits if employment 
alternatives were open to them. A worker who had earned average 
wages of $350 per month would received only 31 percent of his former 
income, or $108.50 monthly. If his wages h: ad ave raged $100 monthly, 
his benefits would be 55 percent, or $55; if $150, they would be 45 
percent, or $68.50. In addition to the fact that the worker probably 
would have been without income for the 6-month waiting period, such 
benefits would make it unprofitable for a person who could work not 
to do so. 

The disability provisions which we support incorporate the re- 
habilitation process with the disability benefit plan. Refusal, without 
good cause, to accept rehabilitation would result in termination of the 
individual’s benefits. At the same time, in order to avoid setting up 
barriers to vocational rehabilitation, our proposal specifically provides 
that a person who performs work while under a State rehabilitation 
program will not, solely by reason of this work lose his benefits during 
the first 12 months while he is testing a new earning capacity. 

A great deal of emphasis must rightly be placed on rehabilitation. 
However, the fact must be recognized that a great many older dis- 
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abled workers cannot be rehabilitated successfully. Our best infor- 
mation indicates that it has not been possible to rehabilitate more 
than 25 percent of disabled persons who are age 50 or over. Further- 
more, reliabilitation cannot be a substitute for income for the dis- 
abled worker. 


LOWERING THE ELIGIBILITY ÁGE FOR WOMEN 


We wholeheartedly agree with the provision of the Senate bill 
which lowers from 65 to 62 the age at which surviving widows may 
first become eligible for their benefits, but we believe this provision 
should also н а to working women, wives, and dependent mothers. 

It is estimated that about 800,000 women would receive benefits 
immediately if our proposal is enacted into law, and another 400,000 
women in this age group—who are working or are wives of working- 
men—would become eligible to draw benefits in case they retire. In 
about 25 years, when a larger proportion of people will have qualified, 
an additional 1,800,000 women will be receiving benefits earlier than 
they would under existing law. 

We believe that the policy adopted by the committee of excluding 
two groups of women—wives and women workers—from the same 
privilege which they extend to other women is a serious departure 
from a well-established principle of the old-age and survivors insur- 
ance system. Under such a provision, a w idow who normally works 
and supports herself would be able to receive benefits if she lost her 
job at age 62, and was unable to find work, while a woman worker in 
the same circumstances would be forced to wait until her 65th birth- 
day for benefits. This would be true even though she may have 
contributed throughout her working life to the old-age and survivors 
insurance system. 

Any woman who loses her job between the ages of 62 and 65 cannot 
easily get other employment. The fact is that the overwhelming 
majority of women at the ages of 60 to 65 are not gainfully employed. 
When this age group is compared to the age group 55 to 64, we find 
that women go out of the labor force about 2% times faster than men. 
This is not surprising, in view of the demand upon the strength of 
many older workingwomen resulting from the dual responsibility of 
job and home. They cannot be expected to be able to continue 
working as long as men. 

All evidence shows that even if older women are able to work they 
find it more difficult to get and hold jobs than do older men. Recent 
studies by the Department of Labor show that age limits are more 
frequently placed on job openings for women than for men and that 
the age limits are lower in the case of women. 

In many retirement systems the eligibility age for women is lower 
than for men and in many cases this earlier retirement age is com- 
pulsory. The waiting period for these women who are forced into 
early retirement is actually much longer than it is for men. It would 
be manifestly inequitable, in our view, to reduce the eligibility age to 
62 for widows and for women workers but not for wives. 

The majority report justifies its exclusion of the wife’s benefits at 
age 62 on the ground that— 
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An elderly couple has the husband's benefit in the interval 
between the time when he retires and the time when his wife 
becomes eligible for a wife's benefit. 


This position, we believe, is contrary to a fundamental principle of 
the old-age and survivor insurance plan—the principle that the 
payment of a wife’s benefit is justified because the elderly family 
needs both benefits. 

To assume that the retired couple can maintain themselves without 
& substantial sacrifice to their standard of living on an amount 
designed for a single person is unreasonable. Even a worker with 
the highest possible earnings credit of $350 a month would receive 
only $108.50 per month for himself and his wife—or 30 percent of 
his full-time earnings—while bis wife is under age 65.. If the husband 
is entitled to only $50, or $60, or $70 a month the family income is 
pitifully inadequate. But many aged couples are striving to make 
ends meet on such miserable amounts. Our proposal would help to 
remedy this situation. 

The couples who will be helped by a reduction in the eligibility 
age to 62 for wives will, as a rule, be those most in need of their 
benefits. Husbands do not always have the choice of delaying 
retirement until their wife reaches age 65. 

Men almost universally retire because they become disabled, 
because they reach the retirement age in the industry in which they 
work, or because the employer terminates the employment for other 
reasons. Although lowering the eligibility age to 62 does not solve 
the problem for all elderly couples, we cannot overlook the fact that 
it would provide immediate benefits to over 20 percent more wives 
than at present and a shorter waiting period for the remainder. 

It is not realistic to assume that an elderly wife will be able to go 
out and get a job when the family income is reduced because of the 
retirement of the husband. They experience the same problem of 
obtaining employment as do other older women. Over 90 percent of 
all wives between the ages of 62 and 65 are not in the labor force. 

We feel that the omission of dependent female parents is unjusti- 
fied. These older parents who have been dependent upon the wage 
earner for their needs are not in the labor force at the time of the 
wage earner’s death. It will be just as hard for them to support 
themselves at age 62 as it is for widows and wives since they also 
have usually been homemakers during their married life. 

The level premium cost of adding benefits for working women, 
wives, and dependent mothers, would be only 0.36 percent of payroll. 
These relatively small added costs are more than justified so that all 
women will have the right to retire at age 62, which committee bill 
grants only to widows. 

PUBLIC ASSISTANCE 


Nothing has been done by Congress to improve the lot of our needy 
aged and disabled since 1952, when the present formula of Federal 
assistance to the States was adopted as a result of the successful 
amendment sponsored by Senator Ernest McFarland. Under the 
present formula the Federal Government puts up four-fifths of the 
first $25 of a payment, plus half up to a maximum of $55 per month. 
The increased Federal matching funds thus made available have made 
it possible for the States, particularly those with low per capita in- 
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comes, to make considerable headway in meeting the tremendous 
problems of poverty among the aged and disabled needy. 

Since 1952 not only has national income risen appreciably but bene- 
fits under old-age and survivors insurance have been increased by a 
significant proportion, even for those already retired. Average 
monthly payments under these three public-assistance titles, however, 
remain at low levels. For old-age assistance, aid to the blind, and aid 
to the permanently and totally disabled, monthly payments as of 
February 1956 amounted to $54, $58, and $56, respectively. 


EFFECT OF PROPOSED REVISION 


We propose revising and making permanent the formula contained 
in the McFarland amendment of 1951. We believe that the Federal 
share of each monthly payment for old-age assistance, aid to the blind, 
and aid to the permanently and totally disabled should be increased to 
five-sixths of $30 plus half up to $65. 

An amendment to this effect was introduced earlier this year on be- 
half of 4 members of the Finance Committee and 43 other Senators. 

The more liberal formula, we believe, should be made available only 
to States which pass on the additional funds through increases in pay- 
ments to recipients. 


Alabama $6, 057, 524 , New Hampshire $568, 675 
Arizona. . 1, 246, 914 | New Jersey 2, 071, 152 
Arkansas 3. 755, 189] New Mexico 798. 695 
California 24, 548, 405| New York 12, 242, 794 
Colorado 4, 773, 355 | North Carolina 1 102, 900 
Connecticut 1, 685, 922| North Dakota 737, 631 
Delaware j Re 148, 751 | Ohio.. 9, 535, 873 
District of Columbia... t56, 983 | Oklahoma 8, 507, 302 
Florida.... 5, 511, 196 | Oregon 1, 909, 99% 
Georgia 6, 751, 900} Pennsylvania 5, 699, 156 
Idaho... 793, 496 | Rhode Island 807, 133 
Illinois 8. 676, 809] South Carolina 3, 188, 860 
Indiana 2, 611, 337 | South Dakota 694, 260 
lowa 3, 455, 871 | Tennessee. . 1, 186, 820 
Kansas 3. 099, 006 | Texas... 13, 827. 460 
Kentucky 3, 506, 460 | Utah 059, 803 
Louisiana 8, 668, 225 | Vermont. .. 572, 604 
Maine Р 1, 061, 792 | Virginia 1, 487, 749 
Maryland 1, 212, 425 | Washington 5, 678, 057 
Massachusetts 8. 723. 071 | West Virginia 2, 017, 160 
Michigan 6, 435, 485 | Wisconsin 3, 613, 253 
Minnesota 1, 351, 656 | Wyoming 385, 656 
Mississippi 1, 648, 660 | Alaska... 150, 578 
Missouri 9. 069, 640 | Hawaii... 250, 653 
Montana. 906, 964 

Nebraska 1, 500, 124 Total United States 207, 894, 372 
Nevada 242, 995 | 


Under our proposal, all States could immediately raise their indi- 
vidual payments by from $5 to $7.50 per month. Over 2,900,000 
persons would receive sorely needed increases with which to purchase 
the necessities of life. 

The proposal would make the following additional funds available 
in each State: 

The cost of this proposal, at the present caseload level, would 
amount to $208 million annually, this estimate being based on the 
assumption that all States take advantage of the formula by main- 
taining their own expenditures for this purpose at about present levels. 
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OLD-AGE ASSISTANCE 


Of those who would be benefited by our proposal, 2,552,000 are 
recipients of old-age assistance. Many of these individuals, who 
never had the opportunity to participate in the old-age and survivors 
insurance program, are people who have contributed in large measure 
to the development and growth of this Nation. The original Social 
Security Act took the welfare of these persons every bit as much into 
consideration as it did those who could become covered by old-age 
and survivors insurance. It was never intended that the old-age 
assistance program be neglected, for the two programs were con- 
ceived as being complementary to each other until the eventual time 
when virtually all of our aged population is covered under the insur- 
ance program. 

In 1954 those who had already retired under the social security 
program saw their insurance benefits increased by from $5 to $13.50, 
not as a result of any increased contributions on their part, but because 
of official acknowledgment of the inadequacy of previous benefits. A 
modest increase in the payments to our neediest citizens would be 
well in line with the complementary aspect of the two programs. 
Not only did the majority of old age assistance recipients fail to be 
affected by the aforeme tioned increases, but those who receive supple- 
mental old age assistance in addition to small benefits under social 
security saw their old age assistance checks reduced by the same 
amount as the increase in social security payments. 

Our proposal will make possible further progress among the low 
per capita income, low-payment States through the automatic $5 
increase. At the same time our amendment will meet another prob- 
lem. States with higher per capita income, particularly those States 
with a large percentage of their aged population already protected by 
old age and survivors insurance, have found themselves able to ad- 
vance publie assistance payments bevond the $55 at which point 
Federal matching ceases 

To provide an extra $5 of Federal matching for those high-income 
States, States which make large contributions to Federal revenues, 
would not permit those States to benefit in any genuine way. If those 
States cared to advance payments to their public assistance recipients, 
the additional $5 of Federal matching would be offset by the fact that 
the additional contribution of the State above $55 would not be sub- 
ject to Federal matching. 

Therefore, in justice and fairness those States having a higher per 
capita income and a higher percentage of the Federal tax burden, 
should be entitled to expect that the Federal Government will match 
State contributions to public assistance at least to the extent of $65 
per month. 

The Secretary of the Department of Health, Education, and Welfare 
has opposed any increase in the Federal rate of contribution beyond 
the formula established by the McFarland amendment in 1952. We 
find it somewhat significant that in 1951 the then Secretary did not 
favor the McFarland amendment, nor did the previous Secretary favor 
the last previous increase in the Federal share of contributions toward 
State welfare programs. 

One of the reasons advanced by the Secretary for opposing the 
amendment was that the Federal Government already bears a dis- 
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proportionately heavy share of the first $25 of welfare payments for 
old-age assistance, aid to the needy blind, and aid to the totally 
and permanently disabled. The argument completely overlooks the 
fact that States with low per capita income are those in which the most 
severe cases of need exist in the greatest number. It is those same 
States which have the greatest difficulty in providing the essential 
services of State government and raising sufficient revenues to provide 
adequately for the needy within their boundaries. 


NEED FOR ADDITIONAL FUNDS 


A recent survey by the Social Security Administration further 
determined that 67 percent of persons bey ond the age of 65 had less 
than $1,000 per year income; 24 percent had no income whatever. 
Income for the purposes of this study included welfare payments. 
The cold hard facts are that many of the low-income States, for lack 
of sufficient funds, have been unable to provide for a large number 
of needy cases. 

Furthermore, they have been unable to make adequate payments 
in cases where severe need exists. The following table clearly demon- 
strates that there is need for additional matching funds. It shows 
the percent of national average per capital income in each State, the 
percent of aged people over 65 who are receiving old age and survivors 
insurance benefits, percent receiving old age assistance grants under 
State public welfare plans, and the percent of persons who receive no 
income from either program. It will be seen that more than 45 
percent of aged persons over 65 are not receiving payments from either 
source. 

It should be particularly noted that in some States with low per 
capital income there are very high percentages of individuals who are 
not protected by old age and survivors insurance. Much of this 
result is due to the fact that those who were employed in agricultural 
endeavors in the past were not insured by social security. Such 
individuals have no privilege of electing to retire when they are no 
longer economically productive. They must exist by exhausting 
such meager resources as they have been able to save, obtaining help 
from relatives, or receiving public assistance. 
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Old-age assistance will largely be replaced eventually by old-age 
and survivors insurance when the latter program reaches full maturity. 
It is expected that the program will fall off sharply after the year 1980. 
In the meantime, however, it seems to us that it is an irresponsible 
attitude to overlook the immediate problems of the millions who sorely 
need additional income today. 
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ASSISTANCE TO DISABLED AND BLIND 


The same essential problems exist with regard to assistance pay- 
ments to the disabled and the blind. Most States have made con- 
siderable progress in initiating and improving programs for these 
groups. Encouragement is greatly needed, however, for them to 
continue their progress. It seems to us singularly inappropriate for 
those who oppose disability insurance provisions under social security 
to oppose further improvements in the public assistance programs for 
the disabled. We believe that the 244,000 disabled and 105,000 blind 
recipients of public assistance are in all justice entitled to the increased 
monthly payments which the revised formula would provide. 

It is our earnest hope that the Congress will adopt our proposals in 
order to afford a modest measure of relief for our neediest citizens in a 
manner both humane and practical. 

WALTER F. GEORGE. 
RusSELL B. LONG. 
Раст, Н, Ооссі.Ав. 





INDIVIDUAL VIEWS ON H. R. 7225 


While in general I agree with the views of the majority of the 
committee, 1 feel that the retirement age for working women, wives, 
and dependent mothers should have been lowered to age 62 in addition 
to the committee's action lowering the retirement age for widows to 
age 62. 

It is also my feeling that the committee should have provided more 
liberal Federal matching funds to State welfare plans for aid to needy 
aged, blind, and totally and permanently disabled. 

GEORGE Å. SMATHERS. 
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84TH CONGRESS SENATE REPORT 
2d Session No. 2134 


GREETINGS TO THE GERMAN BUNDESTAG 


June 5 (legislative day, June 4), 1956.—Ordered to be printed 


Mr. Lancer, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[To accompany S. Res. 263] 


The Committee on Foreign Relations, to whom was referred the 
resolution (S. Res. 263) extending greetings to the German Bundestag 
on the unveiling of the bust of Carl Schurz, reports the resolution 
favorably, with an amendment, and recommends that it do pass. 


PURPOSE OF THE RESOLUTION 


This resolution would convey the friendly greetings of the Senate to 
the Bundestag of the Federal Republic of Germany on the occasion 
of the unveiling of a bust on the campus of the University of Bonn in 
honor of Carl Schurz. "The committee amendment is in lines 2 and 3, 
to strike out West German Federal Republic" and insert in lieu 
thereof “Federal Republic of Germany.” 


BACKGROUND 


Senate Resolution 263 was introduced by Senator Langer on May 
14, the 50th anniversary of the death of Carl Schurz. This was also 
the day that a bust of Schurz was unveiled in Carl Schurz House on 
the campus of the University of Bonn. The ceremony was sponsored 
by the Steuben-Schurz Society and was attended by American Ambas- 
sador James B. Conant and high German officials. 

On June 5, the Committee on Foreign Relations considered the 
resolution and unanimously ordered it reported to the Senate. 

The committee agrees with the comment of the Department of State: 


In view of the close and friendly relations existing between 
the United States and the Federal Republic of Germany and 
in view of the prominent place occupied by Carl Schurz in the 
history of German-American friendship, the Department 
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considers that it would be both appropriate and useful for 
the Senate of the United States to pass a resolution in the 


sense proposed by Senator Langer. 


The committee further points out that Schurz was a member of the 
Senate, and also of the Foreign Relations Committee, from 1869 to 
1875. He had earlier served as Lincoln’s Minister to Spain ard as a 
major general in the Union Army during the Civil War. He was 
later Secretary of the Interior in Hayes’ Cabinet. 

Schurz was born in Germany in 1829. As a student at Bonn, he 
participated in the revolution of 1848 and fled into exile when it was 
unsuccessful. He lived first in England and then came to the United 
States in 1852. In 1857, he was the Republican nominee for Lieuten- 
ant Governor in Wisconsin, losing by only 107 votes. In 1860, he 
was chairman of the Wisconsin delegation to the Republican National 
Convention, participated in drafting the platform and cooperated in 
nominating Abraham Lincoln. He was elected to the Senate from 
Missouri in 1869. 

After serving as Secretary of the Interior, Schurz retired to private 
life in New York where, in his later years, he was editor of the New 
York Post and editorial writer for Harper's Weekly. 

Finally, it should be noted that 1956 is not only the 50th anniversary 
of Schurz' death but is also the hundredth anniversary of the opening 
by his wife Margarethe Meyer Schurz, of the first American kinder- 
garten in Watertown, Wis. 

Schurz was outstanding among the many Germans who have played 
unportant roles in the development of the United States, and it is 
entirely fitting that the Senate take this opportunity to join in com- 
memorating the anniversary of his death, 


O 
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84TH CONGRESS ! SENATE ! Report 
2d Session No. 2135 


DISPOSAL OF GOVERNMENT-OWNED TIN SMELTER AT 
TEXAS CITY, TEX. 


June 5 (legislative day, June 4), 1956.— Ordered to be printed 


Mr. FREAR, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany H. J. Res. 607] 


The Committee on Banking and Currency, to whom was referred the 
joint resolution (H. J. Res. 607) to authorize the disposal of the 
Government-owned tin smelter at Texas City, Tex., and for other 
purposes, having considered the same, report favorably thereon with- 
out amendment and recommend that the joint resolution do pass. 


PURPOSE OF THE JOINT RESOLUTION 


House Joint Resolution 607 would permit the continued operation 
of the Government-owned Texas City tin smilter from the present 
termination date of the statute authorizing its operation (June 30, 
1956) to January 31, 1957, in order to make possible the sale or lease 
of the tin smelter and the related facilities as a going concern. The 
joint resolution would authorize such a sale or lease by the Federal 
Facilities Corporation, up to January 31, 1957. If the smelter is not 
sold or leased by that date, it would be reported as excess property for 
transfer and disposal under the Federal Property and Administrative 
Services Act of 1949. 

Continued operation of the plant during the sale period is desirable, 
if it is to be sold for use as a smelter, because a shutdown, even for a 
short time, would necessitate excessive reactivation costs. 


TIN 


Tin is a metal of the greatest importance to the national security 
and to American industry. The principal uses are for tinplate, solder, 
and brass and bronze. Other substantial uses are for babbitt, type 
metal, and tin chemicals having wide application and great importance. 
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It has been said that almost every instrument of warfare is made, 
joined, or packaged with tin, and the same is true of the majority of 
civilian products. 

The United States is the largest single consumer of tin. Imports 
in 1953 in the form of metal came to 74,570 long tons, valued at 
$175,858,286; and imports in the form of concentrates came to 35,973 
long tons valued at $82 ‚713,269. United States tin consumption of 
85,640 tons in 1953 compares with total free world smelter production 
of 183,900 long tons of tin. 

The United States is entirely dependent on distant sources of 
supply for this vital material. In recent years more than one-third 
of the world’s tin ores have been produced in Malaya. Indonesia, 
Bolivia, the Belgian Congo, and Thailand are the only other producers 
of substantial quantities of tin ores. Production in the United States 
is negligible, as is production in all of North America. 

The principal tin smelters are located in Malaya, with other sub- 
stantial smelters in the United Kingdom and the Netherlands. The 
ғ. substantial smelter in the Western Hemisphere is the Texas City 
smelter. 


THE LONGHORN SMELTER AT TEXAS CITY, TEX. 


Early in 1940 it was apparent that United States supplies of tin 
were in jeopardy. The smelters of the Netherlands and Belgium were 
in German hands, and the Malayan ores and smelting capacity were 
in obvious peril, as was the smelting capacity of the U nited Kingdom. 

The Government therefore embarked upon a program of buying 
tin ores and concentrates in 1940, and early in 1941 took the initial 
steps to construct a tin smelter to handle ores and concentrates from 
Bolivia and the Belgian Congo. By April 1942 the Texas City 
smelter was in production. 

The Texas City tin smelter is a large and efficient plant. Operating 
at full capacity on high-grade alluvial ores, it could produce 90,000 
tons of tin a year. Itis the only smelter in the world which can handle, 
in volume, either these high-grade alluvial ores, averaging above 
70 percent tin, or the lower-grade Bolivian ores, averaging 20 to 60 
percent tin and containing many impurities difficult to remove. 

Annual production has varied with the tvpe and grade of ores and 
concentrates available. The highest was recorded in 1946, with 
approximately 43,450 long tons. From the beginning of operations 
in 1942 to June 1955 the total production has been 420,000 tons. 

During recent years, the smelter has operated well below capacity, 
using substantial quantities of Bolivian ores. In fiscal vear 1955 
for example, 52 percent of the ore used was Bolivian, averaging about 
38 percent tin, and 23,000 tons of tin were produced. Even on this 
basis, the cost of the tin produced was only about 2 cents a pound 
higher than the average cost of Straits tin on the futures market in 
New York. 

The Government owned and operated facilities at Texas City 
include both a tin smelter and a waste-acid plant. 

As of June 10, 1955, the Government’s original investment in the 
property, plant, and equipment of the smelter, plus additional capital 
expenditures, was $9,547,287.79. The depreciated value was 
$4,182,639.74. 








DISPOSAL OF TIN SMELTER AT TEXAS CITY, TEX. 3 


As of June 30, 1955, the Government's original investment in the 
property, plant, 'and equipment of the waste-acid plant, plus addi- 
tional capital expenditures, was $3,605,435.65. The depreciated 
value was $2,247,541.75. 

The smelter and acid plant combined employ about 500 people at 
the present rate of operations. At full capacity, some 900 persons 
are employed. 

THE PRESENT SITUATION 


After World War II, the United States entered upon a stockpiling 
program, designed to build up stockpiles of critical and strategic 
metals and minerals needed for defense, particularly those for which 
the United States is dependent on foreign sources. ‘Tin was, of course, 
included in this program, and substantial quantities have been ob- 
tained and stockpiled. The stockpile goal for tin has been raised a 
number of times. It is now stated that the minimum stockpile ob- 
jective has already been fulfilled, and the longtime objective is ex- 
pected to be fulfilled by June 30, 1956. 

The production of the Malayan and European smelters has proved 
to be sufficient to take care of civilian demands for tin, during recent 
years, and the entire production of the Texas City smelter has for 
more than 3 years been held by the Government. With the long- 
term stockpile рт tive virtually filled, there is no need for further 
production for the Government. 

The purchases of Bolivian tin ores have been of great financial 
benefit to Bolivia, running as they have in the neighborhood of 20 
to 40 million dollars a year in recent years. These payments have 
aided substantially in the maintenance and stability of the Bolivian 
economy. 

The principal tin-producing countries and the principal tin-consum- 
ing countries (other than the United States) have entered into en 
agreement—the International Tin Agreement, 1953—which is ех- 
pected to be put into effect in the near future. This agreement pro- 
vides for the establishment of export quotas for producing countries, 
floor and ceiling prices, and a buffer stock and fund which is to be 
used to “stabilize” prices, by buying and selling tin when the prices 
approach the floor and the ceiling prices, respectively. 

In April 1955, Senate Concurrent Resolution 26 was adopted. 
This expressed the sense of the Congress that the Texas City smelter 
should be continued in operation up to June 30, 1956, and that the 
President should investigate and report to Congress on the most 
feasible methods of maintaining a permanent domestic tin-smelting 
industry in the United States. In addition, the President was re- 
quested to apprise the public of the possible availability of the smelter 
for sale. 

In accordance with this resolution, a brochure was prepared and 
distributed by the Federal Facilities Corporation, describing the plant 
in considerable detail. The committee understands that interest 
has been expressed in the plant, if the Congress should authorize a 
sale. If the plant were to operate on high-grade ores, or if it were 
used to produce alloys instead of pure tin, production costs would be 
reduced to such an extent that the plant might be able to compete 
very effectively. 

On March 29, 1956, the President transmitted an interagency re- 
port recommending disposal of the Texas City plant to private enter- 
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me The conclusions reached in this report, which were approved 
y the Director of Defense Mobilization and the President, are set 
forth in full. 


B. CONCLUSIONS 


Major conclusions are: That the det«r nination as to the 
practicability of establishing a permanent tin-smelting 
industry in this country should be left to private enterprise; 
that Government participation in the tin business should ter- 
minate and Government operation of the Texas City smelter 
should cease not later than June 30, 1956; and that announce- 
ment of the termination of Government activities in this 
field should provide the impetus for serious consideration by 
private enterprise of the feasibility of establishing such an 
industry independently. More specifically: 

1. Neither the United States defense nor the national 
economy nor relations with other friendly countries require 
the Government's continued participation in a domestic tin- 
smelting industry in the United States: 

(a) The minimum stockpile objective for primary tin 
metal has been fulfilled, and the long-term objective is 
expected to be fulfilled by June 30, 1956. These will 
more than adequately offset the currently estimated 
deficit in a wartime emergency. 

(6) Should a wartime demand arise for domestic 
smelting facilities as a result of unforeseen developments, 
an up-to-date and efficient smelter could be built 
quickly, as in World War II. Ores and concentrates 
could be contracted for and held in readiness for the 
smelter, and stockpile metal could supply industry 
until the new flow of domestic production began. 

(с) Тһе national economy has not been dependent 
upon a domestic tin-smelting industry. Industrial 
requirements for primary tin are now being met through 
imports alone. 

(d) Countries that have supplied material to the 
Texas City smelter and to the stockpile have been 
apprised of the probable discontinuance of the smelter 
and the impending cessation of stockpile purchases in 
ample time to find other markets. Their dependence 
upon the United States as a market has been a relatively 
recent development and should not be considered un- 
alterable. However, should a tin-smelting industry be 
established in this country by private enterprise, 
obviously there would continue to be a market for 
foreign ores and concentrates since the domestic raw 
material supply is negligible. 

(e) Some advantages would accrue to relations be- 
tween the United States and countries supplying ores 
and concentrates if the smelter were to remain in opera- 
tion. However, these are not of such significance that 
the decision concerning its future operation should hinge 
on them. 
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2. The establishment of a domestic tin-smelting industry 
should be left to private enterprise on a free-enterprise basis. 
(a) Government participation in the tin business 
should be terminated and the operation of the Texas 
City tin smelter by the Government should cease no 
later than June 30, 1956. An announcement to this 
effect and of the terms of disposal of the Texas City 
smelter should be made promptly, while the smelter is 
still in operation. Continued Government operation 
discourages interest of private enterprise in operating & 
domestic tin smelter. 

(6) Government assistance, other than aid to a private 
operator in negotiations with foreign governments, 
should not be depended upon for maintenance of a 
domestic tin smelting industry. Government subsidy 
in any form, for other than national defense, nationa! 
economy, or foreign relations reasons, would be con- 
sidered unwarranted competition with friendly foreign 
suppliers and with domestic importers, would be burden- 
some to taxpayers, and might result in additional ex- 
pense to domestic tin consumers. 

3. Government maintenance of a smelter in standby status 
is not practicable. 

4. A domestic tin-smelting industry does not contribute 
fundamentally to this couatry’s independence of foreign 
supplies; there are no known appr бетт а tin deposits in the 
United States or in contiguous countries. 

5. A domestic tin-sme!t!ug industry would not remove the 
vulnerability of this country to restrictive actions on the part 
of producers of ores, concentrates, or metal acting in concert. 


H. R. 607 would carry out these recommendations, allowing an 
additional 7 months of operation in order to make possible sale or 
lease of the ‘plait as a going concern, in accordance with the suggestion 
of the Director of the Office of Defense Mobilization. 


COMMITTEE COMMENTS 


In accepting these recommendations and recommending favorable 
action on House Joint Resolution 607, the committee wishes to set 
forth its views on certain points involved in this matter. 

The committee wishes to emphasize the importance of having a 
stockpile of tin adequate for any contingency. With so vital a material 
as tin, where the Nation is entirely dependent on distant sources, and 
where circumstances now permit the establishment and fulfillment of as 
large a stockpile as may be considered desirable, the United States 
has an opportunity to achieve a position of full protection and security. 
The previous increases in the size of the stockpile objective show the 
need for careful attention to changing requirements. 

The committee and the Congress cannot undertake to determine 
what the stockpile objective should be. The President and the 
Director of the Office of Defense Mobilization must undertake the full 
responsibility for assuring the national security in this field. 

he committee notes the conclusion in the report that, if a wartime 
demand should arise for domestic smelting facilities as a result of 
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unforeseen developments, a new smelter could be built and ores and 
concentrates could be obtained to run the smelter. The committee 
looks to the President and his advisers to provide adequate supplies 
to take care of any unforeseen developments. 

Under the Defense Production Act, authority has been given, and 
is now being used, to undertake preparedness programs, for example, 
in the field of turbines and turbine gears, machine tools, and other 
items, designed to reduce the time required to mobilize in the event 
of an attack. This principal applies just as strongly in the case of tin. 

The committee noted that the report took the position that relations 
with friendly foreign nations did not require continued operation of 
the smelter by the Government. This is a matter whic 'h, under the 
Constitution, is peculiarly within the responsibility of the President. 
It is, therefore, appropriate that the Congress should rely fully on 
this assurance by the President that friendly foreign nations w ill not 
suffer from this action. 

The committee noted the conclusion in the report that continued 
Government operation of the smelter is not needed in the interest of 
the national economy. The history of the international agreements 
relating to tin, and the extraordinary tin price increases which have 
occurred in times of increased demand raise some questions with 

respect to this conclusion. The committee looks to the President and 

his advisers to inform the Congress promptly if developments not 
anticipated in the report should result in undue price increases and 
shortages imposing excessive hardship on United States tin-consuming 
industries, particularly small businesses. 


SECTION BY SECTION ANALYSIS 


Section 1 of House Joint Resolution 607 authorizes and directs the 
Federal Facilities Corporation, the present operator of the plant, to 
take steps immediately to sell or lease the plant as soon as practicable. 
The sale or lease shall be made in such manner and on such terms and 
conditions as the FFC determines will best promote the interests of 
the United States. The committee views these interests as including 
the national security, the foreign policy, and the interests of United 
States tin-consuming interests, in addition to the financial results of 
the sale. 

Section 2 provides the necessary legal powers to effectuate the sale 
or lease, and to keep the plant operating until the sale or lease is 
effected. 

Section 3 creates a Tin Advisory Committee to advise FFC, con- 
sisting of the Secretaries of State, Interior, and the Treasury, the 
Director of the Office of Defense Mobilization, and the Administrator 
of General Services. These officials will bring to the FFC the view- 
points of the agencies responsible for national security, foreign policy, 
and the domestic tin-consuming industries, which must be considered 
in the disposal of the Pint 

Section 4 requires that a 90-day period be provided for receipt of 
proposals by the FFC, in order to assure adequate notification to the 
public and wide participation in the bidding for the plant. It is noted 
that this requirement does not apply to disposal by GSA after January 
31, 1957, if the plant should not be sold by. FFC. Section 4 also 
authorizes negotiation with bidders for the plant. 
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Section 5 amends Public Law 125, 80th Congress, as to extend the 
authority of the Government to m the smelter until January 31, 
1957, in order to enable sale of the plant as a going business. Section 
5 also authorizes transfer to GSA of the tin produced at the plant dur- 
ing such operation, and requires GSA to reimburse FFC for the cost 
of such tin. 

Section 6 provides that if a sale or lease is effected under the joint 
resolution the authority granted by Public Law 125, 80th Congress 
shall terminate at the close of business of the date of transfer of 
possession, except for completing the disposition of remaining 
property. 

Section 6 also provides that if all or any part of the plant is not sold 
or leased before January 31, 1957, such remaining property shall be 
reported as excess property for transfer and disposal under the Federal 
Property and Administrative Services Act of 1947. 

Section 7 provides that the joint resolution shall not be construed 
as preventing the FFC from performing or otherwise administering 
contracts or other legally binding obligations. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the joint res- 
olution, as reported, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


Section 2 oF Pusiic Law 125, 80TH CONGRESS, AS AMENDED BY 
Ровілс Law 824, 80TH ConGreEss, PusLic Law 723, 815т Сом- 
GRESS, AND PunLic Law 163, 8830 CoNanEss 


SEc. 2. 'The powers, functions, duties, and authority of the United 
States heretofore exercised by the Reconstruction Finance Corpora- 
tion (1) to buy, sell, and transport tin, and tin ore and concentrates; 
(2) to improve, develop, maintain, and operate by lease or otherwise 
the Government-owned tin smelter at Texas City, Texas; (3) to finance 
research in tin smelting and processing; and (4) to do all other things 
necessary to the accomplishment of the fore egoing shall continue in 
effect until [June 30, 1956] January 31, 1957, or until such earlier 
time as the Congress shall otherwise provide, and shall be exercised 
by such officer, agency, or instrumentality of the United States as the 
President may designate. 


O 
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84TH CONGRESS SENATE RE»ozr 
2d Session 


No. 2136 


AMENDING THE ACT FOR THE PROTECTION OF 
WALRUSES 


June 5 (legislative day, Junge 4), 1956.—Ordered to be printcd 


Mr. Watkins, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 3778] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 3778) to amend the act for the protection of 
walruses, having considered the same, report favorably thercon with- 
out amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of S. 3778 is to amend the act of August 18, 1941 (55 
Stat. 632), relating to the protection of walruses, by providing — 

(1) That walrus hides may be exported from the Territory 
subject to limitations on numbers and sizes of skins or hides 
exported as the Secretary of the Interior may prescribe for the 
purpose of protecting and conserving the walrus herds. 

(2) That the Secretary of the Interior is authorized to permit 
walruses to be killed for purposes otber than food and clothing 
under regulations designed to protect the interests of Alaska 
natives. 

Under the act of August 18, 1941, walruses may be killed by the 
natives only for food and clothing and for certain other purposes, 
but no part of the animals may be exported except the processed 
tusks. This restriction, particularly with respect to walrus hides, 
has worked to the economic disadvantage of the natives. The hide 
of a mature walrus is worth about 40 cents a pound if available for 
export, and the hide weighs between 250 and 300 pounds, yielding 
$100 to $120. The present annual kill of walruses is approximately 
1,300, of which about 200 are mature animals. At 40 cents per pound 
the 200 hides would yield the natives an additional cash income of 
about $24,000 per year. It is difficult to estimate the number of 
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natives who would share in the income, but the per capita share 
would be substantial in view of the fact that the average cash income 
of natives is less than $150 per year. 

There is a probable market for 200 mature hides each year at a net 
return of about 40 cents per pound in Alaska. A corporation that 
has been importing hides for many years from Denmark has indicated 
its willingness to make such purchases. The mature hides are used 
primarily for buffing wheels to polish silver. The бес retary of the 
Interior will issue regulations with respect to the number and size 
о: uides that may be exported which will contribute to the conserva- 
tion of walrus herds and cause the natives to concentrate on hunt- 
ing the mature animals. 

Section 2 of S. 3778 permits the hunting of walruses for purposes 
other than food or clothing under regulations of the Secretary. The 
Secretary may permit natives to take walruses for their ivory aid 
hides to the extent that their food supply will not be imperiled. In 
addition, the Secretary may permit nonnatives to take not more than 
one bull walrus per year when the taking will not endanger the native 
food supply, and when the nonnative hunter is accompanied by a 
native guide. 

The provision with respect to license fees for nonnatives corresponds 
У to the present law with respect to licenses for big game 
hunting in Alaska. 

According to the best available figures the walrus population in 
Alaska has been stable for the past se еге! years, with no appreciable 
increase or decrease. Walruses are polygamous animals, and the 
regulated hunting of the bulls will not imperil the resource. 

The favorable reports of the Department of the Interior and the 
Bureau of the Budget are as follows: 

UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 17, 1956. 
Hon. James E. MURRAY, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Senator Murray: Your committee has requested a 
report on S. 3778, a bill to amend the act for the protection of walruses. 

We recommend that the bill be enacted. 

Under the act of August 18, 1941 (55 Stat. 632; 48 U. S. C. 248), 
walruses may be killed only— 

(1) By natives for food and clothing for themselves, 

(2) By other persons when in need of food and no other food 

is available, and 

(3) For scientific or educational purposes. 
The tusks or ivory from the walruses law fully killed for food or cloth- 
ing purposes may be exported from the Territory after they have been 
carved or otherwise processed, but no other part of the animals may 
be exported. 

The bill would do two things: 

(1) It would permit the skins or hides of walruses lawfully killed 
for food or clothing purposes to be exported under regulations of the 
Secretary of the Interior that may limit the number or the size of the 
skins exported in order to discourage excessive killing that might 
endanger the existence of the herds. 
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(2) It would authorize the Secretary of the Interior to permit wal- 
ruses to be killed for purposes other than food and clothing, and the 
parts of such walruses to be sold or exported, under conditions designed 
to protect the economy of the natives. 

Walruses are important to the native economy, and the hunting 
of walruses should continue to be restricted primarily to the natives. 
At the present time, however, there is a substantial economic waste 
due to the restriction on the exportation of hides and the inability of 
the natives to make a full use locally of the hides lawfully taken. A 
modification of the restriction with respect to hides would materially 
improve the cash economy of the natives without endangering the 
supply of walruses. 

Walruses may be harvested by the natives only for food and cloth- 
ing. The natives make a limited use of the thinner hides for wrap- 
pings, shelter, and boots, but changes in housing materials and in 
clothing materials have greatly diminished the demand for hides 
and an appreciable percentage of them is being wasted, particularly 
the thicker hides of the mature animals, which are the ones that have 
an export value. If the natives were allowed to export these hides 
their cash income would be increased. Experience has shown that 
even a small increase in cash income results in a marked improvement 
in their standard of living. 

For the purposes of comparison, the price obtained by natives for 
the ivory from walruses in its raw state is approximately $2 per 
pound, and there are about 50 pounds of ivory on a mature walrus, 
yielding a total of $100. "The hide of a mature walrus in its green 
state is worth about 40 cents net per pound to the native if available 
for export, and the hide weighs between 250 and 300 pounds, yielding 
$100 to $120. "The present annual kill of walruses is approximately 
1,300, of which about 200 are mature animals. At 40 cents per pound 
the 200 hides would yield the natives an additional cash income of 
about $24,000 per year. It is difficult to estimate the number of 
natives who would share in the income, but the per capita share 
would be substantial in view of the fact that the average cash income 
of natives is less than $150 per year. 

There is a probable market for 200 mature hides each year, at a 
net return of about 40 cents per pound in Alaska. A corporation 
that has been importing hides for many years from Denmark has indi- 
cated its willingness to make such purchases. The mature hides 
are used primarily for buffing wheels to polish silver. 

Regulations that limit the number and the size o£ hides that may be 
exported should contribute to the conservation of the herds by ге- 
moving the incentive for killing excessive numbers and by causing the 
natives to concentrate on hunting and killing more mature walruses, 
leaving the immature animals unmolested. The hides of the younger 
walruses have no commercial value at the present time unless they are 
priced low enough to compete with cowhide. 

The provisions of section 2 of the bill that permit walruses to be 
taken for purposes other than food or clothing under regulations of 
the Secretary will also benefit the native economy. The Secretary 
may permit natives to take walruses for their ivory and hides to the 
extent that their food supply will not be imperiled. In addition, the 
Secretary may permit nonnatives to take not more than one bull 
walrus per year when the taking will not endanger the native food 
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supply, and when the nonnative hunter is accompanied by a native 
guide. This will make available to the natives an additional cash 
resource in the form of guide fees. Moreover, the prohibition against 
hunting with the use of airplanes and helicopters will result in the 
use of native craft, which will also augment the meager cash income 
of the natives. 

The provision with respect to license fees for nonnatives corre- 
sponds generally to the present law with respect to licenses for big 
game hunting in Alaska. 

According to the best available figures the walrus population in 
Alaska has been stable for the past several years, with no appreciable 
increase or decrease. Walruses are polygamous animals, and we 
believe that the regulated hunting of the bulls will not imperil the 
resource. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report, 

Sincerely yours, 
Westey A. D’Ewarrt, 
Assistant Secretary of the Interior. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., May 17, 1956. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear MR. CHAIRMAN: Reference is made to your request for 
the views of this Bureau concerning S. 3778, to amend the act for the 
protection of walruses. 

The bill, if enacted, would amend the act of August 18, 1941 (48 
U. S. C. 248), to permit (a) exportation of walrus hides under regula- 
tions designed to protect and conserve the walrus herds, and (b) the 
taking of walruses for purposes other than food and clothing under 
regulations designed to protect the interests of Alaska natives. 

In a report which the Department of Interior will submit to your 
committee, the economic advantage to the natives of Alaska by 
reason of the enactment of the measure is fully discussed. Among 
other things, it appears that the native income would be increased 
substantially. 

Under the terms of the bill, the Secretary of the Interior is required 
to issue necessary regulations to effectuate its purposes. 

This Bureau would have no objection to the enactment of the bill. 

Sincerely yours, 
Ковевт E. MERRIAM, 
Assistant to the Director. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, S. 3778, 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 
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SECTION I or tHe ÁcT or AvavusT 18, 1941 (55 Srar. 632; 
48 U. S. C. 248) 


That whoever, within the Territory of Alaska or in or on any of the 
waters thereof, shall take, possess, sell, barter, purchase, or export, 
at any time or in any manner, any walrus, alive or dead, or any part 
thereof, except as hereinafter in this section provided, shall be fined 
not more than $500 or imprisoned not more than six months, or both: 
Provided, ''hat walruses may be taken at any time by natives for food 
and clothing for themselves and by miners or explorers or any other 
person when in need of food and other food is not available, and the 
skins, hides, tusks, or ivory of walruses so taken may be possessed, 
sold, bartered, or purchased in the Territory and said tusks or ivory, 
when carved or otherwise manufactured or processed in the Territory, 
may be exported therefrom [:], and said skins or hides may be exported 
from the Territory subject to such limitations on numbers and sizes of 
skins or hides erported as the Secretary of the Interior may prescribe 
for the purpose of protecting and conserving the walrus herds: Provided 
further, That the Secretary of the Interior is authorized to permit the 
taking, possession, and export of walruses or parts thereof for scientific 
or educational purposes under special permits to be issued by him 
under such restrictions and conditions as he shall prescribe [.]: 
Provided further, That the Secretary of the Interior is authorized to 
prescribe by regulations the extent to which, the times when, and the 
means by which, walruses may be taken for purposes other than food and 
clothing and the extent to which such walruses or the parts thereof may be 
possessed, sold, bartered, purchased, or exported. Any regulations so 
prescribed shall prohibit the hunting of walruses with the use of airplanes 
and helicopters and shall prohibit the taking of any walrus by a nonnative 
other than one bull walrus per year wh ich may be taken only when the 
nonnative is accompanied by a native guide. The meat of any walrus 
taken by a nonnative shall be given to natives, and the Secretary of the 
Interior is directed to prohibit the taking of walruses by nonnatives 
whenever he determines that such taking may endanger the food supply 
of the natives. No nonnative shall take any walrus under any regulations 
prescribed by the Secretary of the Interior without first having procured a 
walrus hunting license which shall be issued in the manner prescribed 
by subdivision I, section 10, of the Alaska Game Law of January 18, 
1925, as amended (43 Stat. 744; 48 U. S. C. 199). The fee for such 
license shall be $25 for nonnative residents of the Territory of Alaska 
and $50 for nonresident. For the purposes of this Act, residence shall 
be governed by the conditions prescribed in section 3 of said Alaska game 
law. After deducting the amount that may be retained as compensation 
by persons authorized to sell such licenses, the amount of such retained 
compensation to be determined in accordance with subdivision K of 
section 10 of said Alaska game law, the proceeds from the sale of walrus 
hunting licenses shall be accounted for and disposed of in the manner 
prescribed by the said subdivision K. 
c ^ * * е 4 * 
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847TH CONGRESS SENATE REPORT 
2d Session { No. 2137 


AMENDING THE ACT OF JUNE 4, 1920, AS AMENDED, 
PROVIDING FOR ALLOTMENT OF LANDS OF THE CROW 
TRIBE 


June 5 (legislative day, June 4), 1956.—Ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany 8. 3698} 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 3698) to amend the act of June 4, 1920, as amended, 
providing for allotment of lands of the Crow Tribe, and for other 
purposes, having considered the same, report favorably thereon with 
amendments and recommend that the bill do pass. 

The amendments are as follows: 

On line 10, after the word “law’’, insert a comma and the phrase 

“including legal rights for access and ways of necessity, 

At the end of line 10, add the following: 


Provided however, That no conveyance ratified, confirmed, 
or validated by this Act shall be construed to convey to the 
original grantee of any allottee, his heirs or assigns, any 
mineral rights in the lands to which this Act applies. All 
such minerals, including oil and gas, shall, upon the expiration 
of the fifty-year mineral reservation to the tribe, become the 
property of the allottee or his heirs or devisees subject to any 
outstanding leases made by the tribe, regardless of the dis- 
position made of the surface of the allotted land by such 
allottee, heir or devisee. 


EXPLANATION OF THE BILL 


The purpose of S. 3698 as amended is to repeal the first edel br 
of section 2 of the act of June 4, 1920 (41 Stat. 751), as amended 
the act of June 8, 1940 (54 Stat. 252), and to validate, ratify, ibd 
confirm all conveyances of land made in violation of the act. 
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ALLOTMENT OF LANDS OF THE CROW TRIBE 


Тһе act of June 4, 1920, provided for the allotment of lands of the 
Crow Tribe of Indians, Section 2 2 of the act reads as follows: 


Sec. 2. No conveyance of land by any Crow Indian shall be 
authorized or approved by the Secretary of the Interior to 
any person, company, or corporation who owns at least six 
hundred and forty acres of agricultural or one thousand two 
hundred and eighty acres of grazing land within the present 
boundaries of the Crow Indian Reservation, nor to any person 
who, with the land to be acquired by such conveyance, would 
become the owner of more than one thousand two hundred 
and eighty acres of agricultural or one thousand nine hundred 
and twenty acres of grazing land within said reservation. 
Any conveyance by any such Indian made either directly or 
indirectly to any such person, company, or corporation of any 
land within said reservation as the same now exists, whether 
held by trust patent or by patent in fee shall be void and the 
grantee accepting the same shall be guilty of a misdemeanor 


n 


and be punished by a fine of not more than $5,000 or im- 
prisonment not more than six months or by both such fine 


and imprisonment. 


This paragraph was amended by the act of June 8, 1940 (54 Stat. 
252), to permit the Secretary of the Interior, under certain circum- 
stances, to approve sales of allotted and inherited lands to members 
of the Crow Tribe without regard to the acreage limitations. 

Shortly after the passage of the 1920 Crow Act, the acreage limi- 
tations set forth in section 2 of the act were violated, and have con- 
tinued to be violated until January 1956. Upon the discovery of the 
still existing limitations, the Commissioner of Indian Affairs imme- 
diately suspended all sales of land on the Crow Reservation and 
ordered an inquiry to determine the extent of the possible violations. 

The Indian Bureau’s investigation disclosed a substantial number 
of violations of the statute, involving thousands of acres of land. How 
this situation developed is not entirely clear, but it is evident that 
many individuals believed that the statutory limitation had been 
repealed by Congress. Once this belief became prevalent, and prece- 
dents were established for making sales without considering the 
statutory limitation, the practice continued without question. In 
many cases, the individual competent Indians on the Crow Reserva- 
tion obtained fee simple title to their lands and in turn sold the land 
to non-Indians who exceeded the maximum acreage limitations. Other 
Indian lands were sold under the supervision of the Bureau of Indian 
Affairs with complete disregard for the statutory restrictions. In 
their testimony before the committee, representatives of the Indian 
Bureau stated that they could offer no explanation whatsoever for 
the failure to enforce the provisions of the 1920 act, but that it 
appeared that the violations were unintentional. 

The Crow Tribal Council at its meeting on April 14, 1956, adopted 
overwhelmingly a resolution requesting the introduction of legislation 
to repeal the acreage limitation contained in the first paragraph of 
section 2 of the 1920 Crow Act, and to чарба, ratify, and confirm all 
conveyances in violation of the acre e provision. Representatives 
of non-Indian landowners on the Crow Reservation testified in support 
of the proposal, and the Department of the Interior and the Bureau of 
the Budget recommend the passage of the bill. 
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The Committee on Interior and Insular Affairs believes that it 
would be in the best interests of the members of the Crow Tribe and 
the non-Indian landowners on the reservation, to remove the cloud 
on titles to land by ratifying the conveyances heretofore made in 
violation of the 1920 act, and to repeal the acreage limitations now in 
effect. Unless such action is taken, Indian owners will be denied 
the opportunity of obtaining the fair market value of their lands. 
Many of the allotments consist mainly of grazing lands which either 
are surrounded by large ranches or do not contain live water. Such 
tracts can be used only by the owners of adjacent lands, but under the 
present law those persons who can best use the lands and afford to 
pay the market value may be denied the right to acquire the lands. 

While S. 3698 validates, ratifies, and edis all conveyances made 
in violation of the acreage limitations in the 1920 Crow Act, the right 
to challenge such conveyances because of fraud, duress, or any other 
cause, is not affected. The committee amended the bill to include the 
right to challenge such conveyances for legal rights for access and ways 
of necessity. 

Under the terms of the 1920 Crow Act, the minerals under the lands 
allotted to the individual Indians were reserved to the tribe for a period 
of 50 years. To make certain that no mineral interest in any of the 
lands acquired by non-Indians in violation of the 1920 act shall be 
construed as being conveyed to the grantee of any allottee, an amend- 
ment has been adopted providing that at the end of the 50-year 
period, all minerals, including oil and gas, shall become the property 
of the allottee or his heirs or devisees, regardless of the disposition 
made of the surface of the allotment. 

The resolutions adopted by the Crow Tribal Council on April 14, 


1956, requesting this legislation, are as follows: 


INCORPORATED AND ADOPTED WITH RESOLUTION NO. 77—RESOLUTION 
IN RE LAND SALES ON CROW RESERVATION 


Whereas land sales on the Crow Indian Reservation have been 
discontinued ; and 

Whereas the reason therefore, as were explained by Indian Bureau 
Area Director, Mr. Cooper, Billings, Mont., is: That section 2 of the 
act approved June 4, 1920 (41 Stat. 751), and also, by the act of June 
8, 1940 (54 Stat. 253), prohibits and limits the sale by any Crow 
Indian of his or her lands to any person or corporation, who, or which, 
will own in excess of the acreages stipulated in section 2 of said act; 
and 

Whereas the abrupt closing of the sale of trust and restricted lands 
against the Crows has, and is working an unnecessary economic 
hardship upon every Crow Indian, so: Now, therefore, be it 

Resolved, by the Crow Tribal Council duly assembled, this 14th day of 
April 1956, a quorum being present, That it hereby requests the Secre- 
tary of the Interior to, forthwith, submit a bill to the Congress, which 
will repeal said section 2, or so much thereof, of said act as may be 
necessary to correct the troubles coofronting the Crows herein recited, 
and to also cause to be cleared any and all tities of any and all lands 
which the United States has authorized each and every Crow Indian 
allotee to sell in public or private sale since the passage of said Crow 
Act in 1920; and 
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Resolved further, 'That as soon as the. Congress has approved the 
passage of such a bill, the Secretary shall, forthwith, order the resump- 
tion of sales of restricted and trust lands on the Crow Indian 
Reservation. 

Done in a duly assembled Crow Tribal Council this 14th day of 
April 1956, at Crow Agency, Mont. 
Votes for majority. 








Ву Ұпилллм WaLL. 
Chairman, Crow Tribe. 





Attest, as to correctness: 





PHIuLIP BEAUMONT, 
Secretary, Crow Tribal Council. 






I approve ...... 
I do not approve ..... * 






L. C. LIPPERT, 
Superintendent, Crow Indian Agency, Mont. 






RESOLUTION No. 77A—A RESOLUTION OF THE Crow TRIBE REPEAL- 
ING CERTAIN PROVISIONS OF SECTION 2 OF THE AcT OF JUNE 4, 
1920 (41 STAT. 751), as AMENDED By THE Act oF JUNE 8, 1940 
(54 Srar. 252), anD WITH CERTAIN EXCEPTIONS 





Be it 

Resolved, That the Senate and House of Representatives of the 
Linea States Congress, be requested to enact a law providing as 
ollows: 

‘The first paragraph of section 2 of the Act of June 4, 1920 (41 Stat 
151), as amended by the Act of June 8, 1940 (54 Stat. 252), is hereby 
repealed. All conveyances heretofore made in violation of the acreage 
limitations contained in such paragraph are hereby validated, ratified, 
and confirmed insofar as such acreage limitations are concerned, but 
the right to challenge such conveyances for any other cause recognized 
by law shall not be affected by this Act." 

De it further 

Resolved, That the tribal attorney and tribal delegates be, and they 
hereby are, authorized to proceed to have bills introduced into both 
Houses of the Congress of the United States, and do otherwise promote 
the passage of such acts in order that the same may be enacted into 
law, and if it becomes necessary, to appear before the committees of 
Congress for hearings thereon. 

Passed, adopted, and approved by the Crow Indian Tribal Council 
this 14th day of April 1956, by majority votes for adoption. 

PHILIP BEAUMONT, 
Secretary, Crow Indian Tribal Council. 
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Approved: 
WILLIAM WALL, 
Chairman, Crow Indian Tribal Council. 
I recommend ...... 4 
I do not recommend ...... i 






, Superintendent. 
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The favorable reports of the Department of the Interior and the 
Bureau of the Budget are set forth below: 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 4, 1956. 
Hon. James C. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


My Dear Senator Murray: Your committee has requested a 
report on S. 3698, a bill to amend the act of June 4, 1920, as amended, 
providing for allotment of lands of the Crow Tribe, and for other 
purposes. 

We recommend that the bill be enacted. 

The bill was introduced at the request of the Crow Tribe, which 
passed the following resolution on April 14, 1956: 

“Be it 

“Resolved, That the Senate and House of Representatives of the 
Jnited States Congress, be requested to enact a law providing as 
follows: 

** "T'he first paragraph of section 2 of the Act of June 4, 1920 (41 
Stat. 751), as amended by the Act of June 8, 1940 (54 Stat. 252), is 
hereby repealed. All conveyances heretofore made in violation of 
the acreage limitations contained in such paragraph are hereby 
validated, ratified, and confirmed insofar as such acreage limitations 
are concerned, but the right to challenge such conveyances for any 
other cause recognized by law shall not be affected by this Act.’ 

“Be it further 

“Resolved, That the tribal attorney and tribal delegates be, and they 
hereby are, authorized to proceed to have bills introduced into both 
Houses of the Congress of the United States, and to otherwise promote 
the passage of such acts in order that the same may be enacted into 
law, and if it becomes necessary, to appear before the committees of 
Congress for hearings thereon. 

“Passed, adopted, and approved by the Crow Indian Tribal Council 
this 14th day of April 1956, by majority votes for adoption. 

“PHILLIP BEAUMONT, 
* Secretary, Crow Indian Tribal Councd. 

“Approved: 

“WILLIAM WALL, 
“Chairman, Crow Indian Tribal Council." 


The first paragraph of section 2 of the 1920 act which would be 
repealed by the bill reads as follows: 

“Sec. 2. No conveyance of land by any Crow Indian shall be 
authorized or approved by the Secretary of the Interior to any per- 
son, company, or corporation who owns at least six hundred and 
forty acres of agricultural or one thousand two hundred and eighty 
acres of grazing land within the present boundaries of the Crow Indian 
Reservation, nor to any person who, with the land to be acquired by 
such conveyance, would become the owner of more than one thousand 
two hundred and eighty acres of agricultural or one thousand nine 
hundred and twenty acres of grazing land within said reservation. 
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Any conveyance by any such Indian made either directly or indirectly 
to any such person, company, or corporation of any land within said 
reservation as the same now exists, whether held by trust patent or 
by patent in fee shall be void and the grantee accepting the same 
shall be guilty of a misdemeanor and be punished by a fine of not 
more than $5,000 or imprisonment not more than six months or by 
both such fine and imprisonment.” 

This paragraph was amended by the act of June 8, 1940 (54 Stat. 
252), to permit the Secretary, under certain circumstances, to approve 
sales of allotted and inherited land to members of the Crow Trib: 
without regard to the acreage limitations, 

This provision of the 1920 act apparently was not enforced until 
a few months ago. Possible violations of the provision began in 
1921, and they continued throughout the 1930's, the 1940’s, and until 
all sales of land on the Crow Reservation were suspended a few 
months ago by the Commissioner of Indian Affairs when the matter 
was first called to his attention. At that time the Commissioner 
ordered a full investigation. 

The investigation showed that the number of apparent violations 
of the statute throughout the past 35 years is substantial, but that 
they were in all probability unintentional. In some cases the viola- 
tions were the result of direct sales by Indians who received fee 
patents either by congressional enactment or by administrative action. 
In such cases the Department had no direct connection with the sale 
transactions. In other cases, however, the sales were supervised ones 
conducted by the Bureau of Indian Affairs at the request of the 
Indian owner. 

Our investigation showed no explanation for the failure to enforce 
the statutory provision over such a long period of time. Many 
persons stated that they knew of the statutory limitation but believed 
that it had been repealed or superseded by Congress. Presumably, 
once that belief became prevalent aad precedents were established for 
making sales without considering the statutory acreage limitations, 
the precedents were followed throughout the 35 years without question 
until the present Commissioner of Indian Affairs stopped the practice 
by his order to comply with the law until it is changed. 

The tribe has requested the repeal of the statutory acreage limita- 
tions and we believe that such action would be in the best interests 
of the Indians. The recent suspension of land sales has seriously 
interfered with the plans of several Crow Indian families. ‘The needs 
of the Indians frequently require the sale of individually owned lands, 
and unless the acreage limitations in the 1920 act are repealed many 
Indian owners will be denied the opportunity of obtaining the fair 
market value of their lands. Many of the allotments consist mainly 
of grazing lands which either are surrounded by large ranches or do 
not contain live water. Such tracts can be used only by the owners 
of adjacent lands, but under the present law those persons who can 
best use the lands and afford to pay the market value may be denied 
the right to acquire the lands. 

In view of the long history of this problem, the bill validates prior 
conveyances insofar as any violation of the statutory acreage limita- 





ALLOTMENT OF LANDS OF THE CROW TRIBE 7 


tion may be involved, but it does not validate the conveyances for 
any other purpose. ‘The Crow Tribe has recommended this provision 
and we believe that it is fair under the circumstances. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
Frep G. AANDARL, 
Assistant Secretary of the Interior. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., May ?, 1956. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


My Dear MR. CHAIRMAN: Reference is made to your request for 
the views of this Bureau concerning S. 3698, to amend the act of 
June 4, 1920, as amended, providing for allotment of lands of the 
Crow Tribe, and for other purposes. 

We have been informed by the Department of the Interior that the 
legislation has been requested by formal resolution of the Crow Indian 
Tribal Council; that for some unexplained reason sales of Indian land 
on the reservation have been made over a long period of years without 
regard to the limitations contained in section 2 of the act of June 4, 
1920 (41 Stat. 751), as amended. The details concerning the subject 
are fully set forth in a report which the Department of the Interior 
will present to your committee. 


This Bureau would have no objection to the enactment of the bill. 
Sincerely yours, 


Ковевт E. MERRIAM, 
Assistant to the Director. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill (S. 3698), 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets; new matter is printed in italics; existing 
law in which no change is proposed i is shown in roman): 


Act or JuNE 4, 1920, As AMENDED By Act or JuNE 8, 1940 
ж ^ * €t + ж ж 


[Srec. 2. No conveyance of land by any Crow Indian shall be 
authorized or approved by the Secretary of the Interior to any person, 
company, or corporation who owns at least six hundred and forty 
acres of agricultural or one thousand two hundred and eighty acres 
of grazing land within the present boundaries of the Crow Indian 
Reservation, nor to any person who, with the land to be acquired by 
such conveyance, would become the owner of more than one thousand 
two hundred and eighty acres of agricultural or one thousand nine 
hundred and twenty acres of grazing land within said reservation. 
Any conveyance by any such Indian made either directly or indirectly 
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to any such person, company, or corporation of any land within said 
reservation as the same now exists, whether held by trust patent or 
by patent in fee shall be void and the grantee accepting the same shall 
be guilty of a misdemeanor and be punished by a fine of not more 
than $5,000 or imprisonment not more than six months or by both 
such fine and imprisonment: Provided, That for the purpose of con- 
solidating the restricted land holdings of any individual Crow allottee 
or the holdings of members of a Crow family, the Secretary of the 
Interior is authorized, in his discretion and under such rules and 
regulations as he may prescribe, to approve sales of allotted and 
inherited Indian lands to members of the Crow Tribe or the exchange 
of restricted Crow lands without regard to the acreage limitation 
hereinbefore set out. Any sales or exchange made hereunder shall be 
upon a petition signed by the adult allottee and by the adult heirs 
of any deceased allottee and the parent or natural guardian of a 
minor heir or, if there be no natural guardian, by the oflicer in charge 
of the Crow Agency, and if the purchaser or recipient of such lands 
be an Indian of the Crow Tribe, then any outstanding trust patent 
or patents covering the land so sold or exchanged shall be canceled 
ala new patent of the force and legal effect of the trust patents as 
prescribed by the General Allotment Act of February 8, 1887 (24 Stat. 
388), as amended, shall be issued to such Indian or Indians, which 
patent where applicable shall contain the mineral reservation provided 
in section 6 of this Act. Should any Crow allottee wish to retain 
mineral rights now owned by him in land, sold hereunder to other 
members of the tribe, he may do so by making conveyance on a form 
of deed to be prescribed by the Secretary of the Interior, which form 
shall provide that its approval shall not operate to remove any trust 
or other conditions imposed upon said КЕ as expressed in the 
original trust or any other patent issued therefor.] 
* e * + * 
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UNITED STATES PARTICIPATION IN THE INTERNA- 
TIONAL BUREAU FOR THE PUBLICATION OF CUSTOMS 
TARIFFS 


June 5 (legislative day, June 4), 1956.—Ordered to be printed 


Mr. GEORGE, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


. J. Res. 178] 














[To accompany S 





'The Committee on Foreign Relations, having had under considera- 
tion a proposal from the Department of State that an appropriation 
be authorized for payment by the United States of the sum of $44,975 
covering the unpaid portion of its assessed annual contributions to the 
International Union for the Publication of Customs Tariffs, reports a 
resolution (S. J. Res. 178) to the Senate, and recommends that it be 
given favorable action. 


MAIN PURPOSE 













The purpose of the resolution is to enable the United States to com- 
ply with the obligations it has assumed under the Brussels protocol of 
December 16, 1949, to make increased contributions for the support 
of the international bureau established under the convention of 1890 
to which the United States is a party. , By virtue of the 1949 protecol, 
the United States assumed an obligation to pay an increased assess- 
ment, effective from April 1, 1950, the date adopted by the Confer- 
ence which drew up the protocol. The proposed legislation would 
permit the discharge of that obligation, retroactively, from April 1, 
1950, through the fiscal year expiring June 30, 1957. 












BACKGROUND 






On January 25, 1956, the Senate gave its approval to the Brussels 
protocol, which amended the 1890 convention to permit the inter- 
national bureau to increase its maximum budget from 125,000 gold 
francs (approximately $40,838) to 500,000 gold francs (approximately 
$163,350) and to increase the assessments of member nations. The 
effect of this increase was to raise the United States quota from 
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$2,233 a year to $8,658. The raised contribution, as pointed out in 
the report of the Committee on Foreign Relations of January 12, 1956 
(Ex. Rept. No. 2, 84th Cong., 2d sess.), constitutes 5.3 percent of the 
total budget of the Bureau, which is well below ceilings imposed by 
Congress on United States contributions to other international 
organizations. 

The present resolution, therefore, provides the necessary legislative 
authority for payment of dues already assessed against the United 
States. 

COMMITTEE CONCLUSIONS 


Whon the Senate gave its approval to the 1949 protocol, it was 
noted that for the United States to duplicate the services rendered by 
the Bureau in compiling the tariffs, customs laws, and regulations of 
momber governments (which are publishe d in five languages) would 
cost over $100,000 a year. These services are used by various branches 
of the Government concerned with foreign tariffs, and provide informa- 
tion which is made available by the Department of Commerce to 
American companies seeking advice as to the cost of exporting Ameri- 

‘an products to foreign markets. 

On April 25, 1956, a draft of the pending resolution was transmitted 
by the Secretary of State who pointed out that payment of the amounts 
in arrears was essential if the Bureau was to continue the increasing 
workload which had been placed upon it due to the extensive tariff 
negotiations that have taken place since the end of World War II. 

On June 5, 1956, the committee voted without objection to report 
the resolution to the Senate. It believes that the continuance of the 
services enjoyed by the United States from its participation in the 
International Union are of great value, and therefore recommends 
passage of the resolution by the Senate, to authorize payment at an 
early date of the assessments which have already come due. 


О 
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84rH CONGRESS SENATE REPORT 
2d Session No. 2139 


GREETINGS TO THE AMERICAN NATIONAL RED CROSS 
June 5 (legislative day, June 4), 1956.—Ordered to be printed 


Mr. Georce, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[To accompany H. Con. Res. 232] 


The Committee on Foreign Relations, having had under considera- 
tion House Concurrent. Resolution 232, extending greetings to the 
American National Red Cross on the occasion of its 75th anniversary, 
reports the resolution to the Senate and recommends its approval. 


GENERAL PURPOSE 


It is the purpose of this resolution to extend the greetings of Con- 
gress to all the members of the American National Red Cross on the 
occasion of its 75th anniversary and to express to them Congress’ 
appreciation for its services to humanity. The resolution urges the 
continued voluntary participation by the American people in the 
work entrusted to the organization by the Government. 


BACKGROUND 


During recent weeks, the American National Red Cross has been 
celebrating its 75th anniversary. It was organized in the United 
States by Miss Clara Barton in 1881 in anticipation of United States 
ratification of the first Treaty of the Red Cross in 1882. Since 1905 
the Red Cross has been incorporated as an official agency of the 
United States Government to carry out work under the Red Cross 
conventions. 

Believing that a brief description of the origin of the American 
Red Cross would be of interest, the committee incorporates in its 
report the following statement which it received in support of the 
pending legislation: 
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THE RED CROSS 





Jean Henri Dunant, a Genevese banker and philanthropist, 
was in northern Italy in 1859 during the course of the 
Franco-Austrian war. By chance, he was in Solferino on 
June 24 when a savage battle occurred there. "The conflict 
was bitter and in the course of 1 day's fighting almost 42,000 
were killed or wounded. "The medical organizations of the 
competing armies were unequipped to cope with the situation, 

and many of the wounded lay on the battlefield for 3 days 
without relief or attention. Dunant enlisted the assistance 
of citizen volunteers in the community to collect the dead 
and relieve the suffering of the stricken combatants. 

For the better part of the next 4 years Dunant worked tire- 
lessly to bring about an international meeting that would 
have as its purpose the formulation of government undertak- 
ings to neutralize the medical personnel and installations of 
armies and bind the parties to afford impartial relief to sick 
and wounded members of all the forces. ‘To aid the military 
medical corps he urged the establishment of civilian organiza- 
tions that could train and equip volunteers from the citizenry. 
Dunant's activities resulted in the Treaty of August 22, 1864, 
for the Amelioration of the Wounded in Armies in the Field. 
The treaty adopted the sign of a red cross on a white ground 
as the emblem to be used universally to mark medical person- 
nel and installations devoted to the care and treatment of 
the sick and wounded, and immunized such personnel and 
facilities from capture or attack. The treaty also contem- 
plated the organization of volunteer aid societies to assist 
the governments in the discharge of their treaty commit- 
ments. Throughout the civilized world the sign of the red 
cross has been recognized continuously ever since as a hu- 
manitarian emblem. Furthermore, the 1864 treaty and 
subsequent revisions have been referred to almost universally 
as the “Treaties of the Red Cross." 

The United States Government ratified the first Treaty of 
the Red Cross in 1882, but in 1881, when it appeared that 
ratification was imminent, a private organization under the 
leadership of Clara Barton and called the American Associa- 
tion of the Red Cross was incorporated in the District of 
Columbia. In 1900, the organization received a Federal 
charter but continued to act as a completely private organ- 
ization until January 5, 1905. On that date, an act reorgan- 
izing the corpor ation and reincorporating it under Govern- 
ment supervision was approved. Thence forward, it has 
existed as the official agency of the United States Govern- 
ment to carry out work under the Treaties of the Red 
Cross, and to engage in other humanitarian tasks set out 
in the charter and believed to be in the best interests of the 
Government and its people. In its consideration of the act 
of 1905, Congress gave attention to the relationship between 
the Red Cross societies in other countries and their govern- 
ments, and concluded that “the importance of the work [of 
the American Red Cross] demands a repeal of the present 
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charter and the reincorporation of the society under Govern- 
ment supervision.” It provided for such supervision by 
directing that the principal officer be designated by the 
President of the United States; that the governing body 
should include representatives selected by the President of 
the United States from the Departments of State, War, 
Navy, and Justice; that annual reports be submitted to 
Congress through the War Department, and that the 
organization’s receipts and expenditures of whatever kind 
be duly audited by the War Department. At the same 
time, Congress recognized that, to preserve its impartial and 
nonpolitical character, the organization should be supported 
by the voluntary contributions of its members. The same 
general basic principles have been preserved in all subsequent 
revisions of the 1905 act. 

Today, the American Red Cross has over 23 million adult 
and upwards of 17 million junior members. Internationally, 
the United States Government and the American Red Cross 
participate in the International Red Cross through the 
International Red Cross Conference of which every country 
signatory to one or more of the treaties of the Red Cross is 
a member. There are presently 74 sister societies of the 
American Red Cross with a total worldwide Red Cross 
membership estimated at more than 100 million. The 
symbol of the Red Cross has become the “plus” signof 
humanity and the spirit of the Red Cross has been called 
the “conscience of the world.” 


COMMITTEE RECOMMENDATION 


House Concurrent Resolution 232 was introduced in the House of 
Representatives by Representative Richards and was passed on May 
7, 1956. The Committee on Foreign Relations considered the reso- 
lution on June 5 and ordered it reported favorably to the Senate. 

It is the sentiment of the committee that the 75th anniversary of 
the American National Red Cross should be appropriately com- 
memorated, as it is in the present resolution extending the greetings 
and felicitations of the Congress to the Red Cross on this occasion. 


O 
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84тн CONGRESS ! SENATE } REPORT 
2d Session No. 2140 


AUTHORIZING PARTICIPATION BY THE UNITED STATES 
IN PARLIAMENTARY CONFERENCES OF THE NORTH 
ATLANTIC TREATY ORGANIZATION 


— — — 


June 5 (legislative day, June 4), 1956.—Ordered to be printed 


Mr. GEORGE, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[To accompany H. J. Res. 501] 


The Committee on Foreign Relations having had under considera- 
tion House Joint Resolution 501, to authorize participation by the 
United States in parliamentary conferences of the North Atlantic 
Treaty Organization, favorably reports the resolution to the Senate 
and recommends that it do pass. 


GENERAL PURPOSE OF RESOLUTION 


This resolution authorizes the appointment of 9 Members of the 
House of Representatives and 9 Members of the Senate to meet 
jointly and annually with representatives of other parliaments from 
other North Atlantic Treaty Organization countries to discuss com- 
mon problems related to the maintenance of peace and security in tke 
North Atlantic area. The resolution also authorizes an annual appro- 
priation of $36,000, of which $6,000 is to be for an annual contribution 
of the United States toward maintenance of the North Atlantic 
Treaty Parliamentary Conference, and $15,000, respectively, to meet 
the annual expenses of the House and Senate delegations. 


BACKGROUND OF PROPOSAL 


Last year the Congress passed House Concurrent Resolution 109 
which authorized the appointment of not to exceed 14 Members of 
Congress to meet jointly with representative parliamentary groups 
from other NATO members to discuss problems of common interest 
related to the maintenance of peace in the North Atlantic area. That 
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resolution authorized participation in the one conference then sched- 
uled to be held in Paris. 

The business of the Senate made it impossible for Senators to par- 
ticipate in the conference held in Paris from July 18 to 22.  Repre- 
sentatives from the House of Representatives, however, attended 
that meeting. 

At the meeting held in Paris representatives of the 15 NATO 
countries were present, including 6 Members of the House of Repre- 
sentatives. The agenda included general briefings by NATO officers, 
inspection of NATO facilities, and a number of sessions at which there 
was a free interchange of ideas among delegates. The report on that 
meeting, filed by Congressman Hays of Ohio, included the following 
resolution adopted unanimously by representatives present, and a 
statement in which members of the House delegation recommended 
annual United States participation in future meetings of this type. 


“RESOLUTION ON FUTURE MEETINGS OF MEMBERS OF 
PARLIAMENT From NATO Countries 


“This meeting of members of parliament from NATO 
countries: 

“Recalling that the aim of the North Atlantic Treaty is 
both to encourage the defense of member countries and to 
contribute to the economic, social, and cultural development 
of the people united within the framework of the Atlantic 
community; 

“Considering that achievement of the latter aim would 
be facilitated by closer relations between the members of the 
representative assemblies of the different countries and 
considering that this is particularly desirable in the case of the 
legislative branches of the member states who have by 
solemn treaty pledged themselves to the mutual defense 
and welfare of their respective peoples through the far- 
reaching initiative in international relations that is NATO; 

“Believing that these discussions between members and 
the NATO authorities and between members themselves 
have already been of great value; 

“Invites the speakers of the various parliaments con- 
cerned, according to the procedure which they think appro- 
priate, to send delegations to a similar meeting each year; 

“Expresses the wish that the governments of the countries 
here represented facilitate through NATO Council further 
meetings; 

“Considers further that before we separate, a continuing 
committee should be selected, composed of the present 
officers and other members of the steering committee, 15 in 
number, to include 1 from each NATO nation and with the 
right of substitution to make arrangements for the next 
meeting; 

“This meeting further considers that such a continuing 
committee would require some secretarial assistance of its 
own, This should be, for the time being, on a part-time 
basis. The necessary finance, which should be quite small, 
should be provided by the participating governments or 
parliaments concerned on a basis to be mutually agreed.”’ 
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The delegation from the House of Representatives unani- 
mously felt that the interchange of ideas and problems 
among the members of the parliamentary bodies of the 15 
NATO countries was indeed very beneficial. The com- 
mittee believes the United States should participate in the 
future meetings and should not only participate but should 
also encourage and do everything it can to make these 
meetings worthwhile. Your committee believes that such 
future meetings will be mutually advantageous to the 
nations allied in NATO and will be productive of great 
good in the interchange of ideas. It was very obvious 
during the sessions that the airing of common problems and 
the effort made by the delegations from various countries 
to understand the problems of the associated nations would 
be valuable in the conduct of future consideration of the 
many questions faced by an organization such as NATO. 
It was pointed out by not only the committee from the 
United States, but by others that it is the belief of many 
that NATO has been largely responsible in deterring armed 
aggression and an outbre ak of the third world war and that 
NATO can be as useful in the cold war as it has been in 
preventing a hot war. 


As a result of the favorable reaction of the House representatives, 
the pending resolution was introduced by Congressman Hays of Ohio 
and approy ed by the House on May 7, 1956. 

The Committee on Foreign Rel: ations in its favorable re port of last 

ar (Rept. No. 548, 84th Cong., lst sess.) stressed “the distinction 


нон [the then pending resolutions] and Atlantic Union proposals.” 
It noted that “the scheduled meeting in Paris will be of an informal 
character, following the pattern of the Interparliamentary Union 
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meetings with which Members of the Senate are familiar." It pointed 
out that, as is the case in the pending resolution, Members from 
Congress will attend in their individual capacities.” 


COMMITTEE ACTION 


The committee, prior to its consideration of House Joint Resolution 
501, obtained the views of the Department of State with respect to its 
enactment. ‘The Department reported as follows: 


The Department of State warmly endorses the proposal 
embodied in House Joint Resolution 501. 
* * * ж ж 


It is therefore appropriate that free peoples consider the 
development of supplementary forms of contact and asso- 
ciation to strengthen their unity. We are convinced that 
regular meetings of the kind proposed can make a genuine 
contribution to better understanding and more effective 
cooperation throughout the Atlantic Community. 

* ж ж ж ж 


In general, the Department believes that this effort serves 
the purpose of improving and extending NATO cooperation 
in nonmilitary fields and of developing greater unity within 
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the Atlantic Community to which the NATO member coun- 
tries attached such great importance at the last Ministerial 
Meeting. 


On June 5, 1956, the committee ordered House Joint Resolution 501 
favorably reported to the Senate. 


PROVISIONS OF THE BILL 


In addition to authorizing the annual appropriations noted above, 
the pending bill provides that of the 9 Members to be selected by the 
presiding officers of the respective Houses, not more than 5 appointees 
from the respective Houses shall be of the same political party. 

In order to avoid conflict between responsibilities of Members of 
Congress while Congress is in session and annual meetings of the 
NATO Parliamentary Conference, the bill provides that U nited States 
representatives are to be appointed to these meetings “when Congress 
is not in session.’ 

Provision is also made for the United States group to submit a report 
each fiscal year when appropriations are made for our participation. 


CONCLUSION 


Members of the Committee on Foreign Relations as well as many 
other Members of the Senate have participated in the past in meetings 
of the Interparliamentary Union as well as in other sessions devoted to 
exchanges of personal views among members of parliaments of many 
nations. Uniformly legislative participants at these sessions have 
reported them productive of mutual understanding. 

The committee believes that it will be productive of better under- 
standing among members of the North Atlantic Treaty Organization 
if meetings can be encouraged at the parliamentary level of government 
as well as at the ex Dv. level. United States participation in 
meetings of the North Atlantic Treaty Parliamentary Conference are 
a step in that direction. Should they prove productive of better 
understanding among the nations associated in NATO, they should be 
helpful in promoting peace. The Committee om Foreign Relations, 
therefore, urges adoption of the pending resolution. 


O 
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84rH CONGRESS SENATE REPORT 
2d Session No. 2141 


HIGHWAY BRIDGE BETWEEN LUBEC, MAINE AND CAM- 
POBELLO ISLAND, NEW BRUNSWICK, CANADA 


June 5 (legislative day, June 4), 1956.—Ordered to be printed 


Мг. Сбкокое, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[To accompany S. 3527] 


The Committee on Foreign Relations, having had under considera- 
tion the construction of a highway bridge between Lubec, Maine, and 
Campobello Island, New Brunswick, Canada, reports the resolution 
to the Senate and recommends its approval. 


PURPOSE 


The bill authorizes the State Highway Commission of Maine to 
construct, maintain, and operate a free highway bridge and approaches 
thereto, at a point suitable to the interests of navigation, across the 
waters between Lubec, Maine, and Campobello Island, New Bruns- 
wick, Canada, so far as the United States has jurisdiction over such 
water. 

The construction, maintenance, and operation of this bridge will 
be in accordance with the provisions of the 1906 act regulating bridges 
across navigable waters, and will be subject to the approval of the 
appropriate Canadian authorities. 


COMMITTEE RECOMMENDATION 


Inasmuch as the proposed construction involves international waters 
and, hence, dealings with Canada, congressional approval is necessary. 
S. 3527 was introduced by Senator Smith of Maine on March 23, 1956, 
and considered by the committee on June 5. The committee recom- 
mends that approval be given. - Its examination of S. 3527 shows that 
this bill conforms to legislative precedents and that the approval of 
the proper authorities is required. During this session, the Senate 
has already acted favorably on two similar proposals relating to bridges 
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2 BRIDGE BETWEEN LUBEC, MAINE, AND CAMPOBELLO ISLAND 


near Ogdensburg, N. Y., and Sault Ste. Marie, Mich. The Depart- 
ments of State and the Army have no objections to favorable con- 


sideration of the legislation. 
The committee, therefore, urges that the Senate take favorable 


action on 8. 3527. 


O 
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84TH CONGRESS i SENATE REPORT 
2d Session No. 2142 


INCREASING THE RETIRED PAY OF CERTAIN MEMBERS 
OF THE FORMER LIGHTHOUSE SERVICE 


June 5 (legislative day, June 4), 1956.—Ordered to be printed 


Mr. PAYNE, from the Committee on Interstate and Foreign Commerce, 
submitted the following 


REPORT 


[To accompany S. 3581] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 3581) to increase the retired pay of certain mem- 
bers of the former Lighthouse Service under section 6 of the act of 
June 20, 1918, as amended and supplemented, having considered the 
same, report favorably thereon with amendments, and recommend 
that the bill as amended do pass. 


PURPOSE OF THE BILL 


The bill is designed to provide some benefit to a group of retired 
personnel, who in the past years served the Government and marine 
commerce in general by protecting the lives and property of a vast 
number of people through the operation and maintenance of aids to 
navigation. There are approximately 730 retired former employees 
of the Lighthouse Service, which number will diminish rapidly due to 
the average age of these employees, and which will become obsolescent 
in the future. The positions from which these employees were 
retired are rapidly being replaced by either civil-service or United 
States Coast Guard personnel who will not succeed to the benefits of 
the former incumbents. Public Law 174, 65th Congress, approved 
June 20, 1918, gave the personnel of the Lighthouse Service their 
first retirement system which provided benefits similar to but not as 
liberal as those of the Army, Navy, Coast Guard, and United States 
Public Health Service. Subsequent to the enactment of the above 
legislation, the value of the dollar has declined greatly and persons 
who have been retired for the longest periods suffer the greatest 
hardship due to their loss in purchasing power. 

In addition, wages and salaries, which govern the amount of the 
retired pay received were much lower in the post World War I period 
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than they haye been in more recent years. A small increase was 
granted during the 83d Congress which nearly equaled an increase 
granted other retired civilian Federal employees under a different law 
(Public Law 555 and Public Law 747, 83d Cong.). During the first 
session of the 84th Congress, employees retired under other laws were 

anted an increase under Public Law 369. This increase did not 

enefit employees retired under the Lighthouse Service law of June 
1918. The present bill S. 3581 would increase the retired lighthouse 
employees retirement benefits in the same ratio as Public Law 369, 
84th Congress applied to other retired Government employees. The 
retired lighthouse employees are not covered by the present social- 
security system. 

The bill, as originally introduced, would provide for an across-the- 
board 10 percent increase in retired pay for each person retired prior to 
January 1, 1955. The Secretary of the Treasury, while having no 
objection to the purpose of the bill, did recommend that the increase 
follow the percentage table in Public Law 369, 84th Congress, for the 
sake of uniformity of increases in the various classifications of retired 
governmental personnel. — — the bill has been amended to 
accomplish this. It is to be noted however that the date of “August 
20, 1920" has been amended to ''June 20, 1918" to insure full personnel 
coverage. 

Letters from the Comptroller General of the United States, the 
Civil Service Commission, and the Department of the Treasury are 
set forth below for the information of the Senate. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, April 18, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Dear Mr. Cuarrman: Your letter of April 11, 1956, acknowledged 
April 12, requests our comments on S. 3581. 

The bill proposes a 10 percent increase in the annual rate of retired 
pay of certain members of the former Lighthouse Service, such 
increase to become effective on the first day of the first calendar 
month following the date of enactment of the bill. 

A permanent increase of $360 each in the annuities of former 
Lighthouse Service employees was granted by the act of October 29, 
1949 (63 Stat. 1026), which increase was stated, in Senate Report 
No. 1165, 81st Congress, to have been necessitated by the hardships 
endured by 85 to 90 percent of retired lighthouse personnel because 
of the small annuities which they were then receiving. The act of 
August 27, 1954 (68 Stat. 878), further increased temporarily by 15 

ercent or $264, whicheyer was the lesser, the annuities of retired 
fighthouse personnel and this temporary increase in annuities was 
made permanent by the act of May 11, 1955 (69 Stat. 47). 
We have no information available regarding the merits of S. 3581. 
Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 
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UNITED STATES CIVIL SERVICE COMMISSION, 
Washington, D. C., May 9, 1956. 
Hon. Warren G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Senate Office Building. 


DEAR SENATOR MAGNUSON: I am referring further to your letter 
of April 11, 1956, relative to S. 3581, a bill to ıncrease the retired pay 
of certain members of the former Lighthouse Service. 

The annuitants whose benefits would be increased by this bill 
were retired under the Lighthouse Retirement Act, a noncontributory 
system administered by the United States Coast Guard. Under these 
circumstances, this Commission does not feel warranted in making 
comment on the merits of the proposal. 

While the systems established by the Civil Service Retirement Act 
and the Lighthouse Retirement Act differ in many respects, they 
have in common the basic aim of providing staff retirement benefits 
for certain civilian Federal employees. Accordingly, your committee 
may be assisted in its consideration of this bill by a recapitulation of 
the Commission’s position on the question of adjusting civil-service 
annuties following the 1955 increases in the salaries of most Federal 
employees 

Our views on this question were influenced by the recommendation 
on annuity adjustments made to Congress by the Committee on 
Retirement Policy for Federal Personnel, especially wherein that 
body observed— 

** * * The Committee believes that it is incumbent on the Con- 
gress when adjusting the current pay of Government employees, or 
when liberalizing the benefit formula for future annuitants, to reex- 
amine the benefits paid to annuitants already on the rolls with a 
view to adjusting their annuities as warranted. 

** * * [n making the annuity adjustments, consideration should 
be given to the fact that the staff retirement systems are designed 
primarily to provide benefits for career employees. When adjust- 
ments in annuities are made, the original relationship of the basic 
annuity to the salary and service of the annuitant should be main- 
tained. .* * *" 

Our position was that Congress should consider appropriately 
adjusting annuities whenever there had been a general and substantial 
increase in Federal salaries. An appropriate adjustment, we believed, 
would be one which would confer an ann. lity increase commensurate 
with the rise in salaries, but would at the same time preserve the 
relationship which originally existed between each annuity and its 
service and salary base. e~ 

With these principles before us, we developed and recommended 
to Congress & plan for increasing civil-service annuities which was 
adopted in all substantial respects and became Public Law 369, 84th 
Congress, approved August 11, 1955. Under this plan all annuities 
beginning before a given future date (January 1, 1958, in the case of 
Public Law 369) are increased by a flat percentage which gradually 
decreases at 6-month intervals. Increases to retirees under the plan 
could not operate to increase the annuities of their survivors, but 
the annuity of any survivor commencing during the period the 
increases were to be in effect would be increased by the percentage 
applicable to the commencing date. 
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In recommending this plan to Congress, we pointed out its con- 
sistency with the recommendations of the Committee on Retirement 
Policy for Federal Personnel, and cited that it would have the following 
— features: 

The percentage basis would permit an annuity increase com- 
is with employee salary increases and yet retain the original 
relationship of the annuity to salary and service. 

2. Projecting increases into the future would avoid sharp distinc- 
tions in annuity between those retired shortly before and those re- 
tiring soon after the plan'senactment. And, as the 1955 salary adjust- 
ment began increasing the average salaries of active employees, with 
commensurate increase in their annuities computed under the applica- 
ble civil-service annuity formula at retirement, the percentage increase 
would be reduced, thus providing equity between those already retired 
and those retiring in the more distant future. 

3. Increases being granted direct to survivors, depending on the 
commencing date of annuity, would mean increases to them on the 
same percentage basis as to retirees and would avoid any such inequity 
as allowing a survivor the same dollar increase as a retired employee. 

The Bureau of the Budget advises there would be no objection to 
the submission of this report to your committee. 

By direction of the Commission: 

Sincerely yours, 
Puitie Youna, Chairman. 


DEPARTMENT OF THE TREASURY, 
Washington, D. C., May 23, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
( n ited States Sé nate, Wash ington, D. C. 

My Dear MR. CHAIRMAN: Reference is made to the request of 
vour committee for the views of the Treasury Department on S. 3581, 
to increase the retired pay of certain members of the former L ighthouse 
Service. 

The bill would increase by 10 percent the annual rate of retired pay 
of each person retired prior to January 1, 1955, under section 6 of the 
act of June 20, 1918, as amended and supplemented. ‘The increase 
would be effective on the first day of the first calendar month following 
the date of enactment. 

Public Law 369, 84th Congress, approved August 11, 1955, provided 
for an increase in the retirement annuities cf civil-service employees 
retired under section 8 of the Civil Service Retirement Act of May 29, 
1930. Public Law 369 also provided for increases, in decreasing per- 
centages, in retirement annuities for civil service employees retired 
during 6-month periods after June 30, 1955. The latter provision 
avoids the sharp distinctions which would arise between annuities 
based upon approximately the same service and salary if increases 
were provided only for those retired before enactment of the bill. 
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In view of the increase in retirement annuities of civil-service em- 
ployees made by Public Law 369, the Treasury Department would 
have no objection to a similar i increase in retired pay of former Light- 
house Service employees. It is recommended, however, that the bill 
be amended to use a formula parallel to that used for civil-service 
employees in Public Law 369, so that the effective dates and percent- 
ages of increase will be the same under both systems. 

"The Department has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report to your 
committee. 


Very truly yours, 
Davip W. KENDALL, 
Acting Secretary of the Treasury. 
CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 

NAVIGATION AND NAVIGABLE WATERS 
(33 U. S. C. 763 and 763-1) 


Sec. 763. Retirement for age of officers and employees generally. 


All officers and employees engaged in the field service or on vessels 
of the Lighthouse Service, except persons continuously employed in 
district offices or shops, who shall have reached the age of sixty-five 


years, after having been thirty years in the active service of the Gov- 
ernment, may at their option be retired from further performance of 
duty; and all such officers and employees who shall have reached the 
age of seventy years shall be compulsorily retired from further per- 
formance of duty: Provide d, That the annual compensation of persons 
so retired shall be a sum equal to one-fortieth of the average annual 
pay received for the last five years of service for each year of active 
service in the Lighthouse Service, or in a department or branch of the 
Government havi ing a retirement system, not to exceed in any case 
thirty -fortieths of such average annual pay received: Provided further, 
That such retirement pay shall not include any amount on account of 
subsistence or other allowance: Provided further, That the retirement 
provisions and pay shall not apply to persons in the field service of 
the Lighthouse Service whose duties do not require substantially all 
their time. 
Sec. 763-1. Increase of retired pay. 

The annual rate of retired pay received by any person who was я 
tired on or before June 29, 1949, under section 763 of this title, 


amended and supplemented, shall be increased by $360 die on 
the first day of the calendar month following October 29, 1949. 
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Sec. 7638-2. Increase of retired pay of certain members of the former 


Taghthouse Service. 


That the annual rate of retired pay of each person retired under section 
6 of the Act of June 20, 1918, as amended and supplemented, shall be in- 
creased, effective on the first day of the first calendar month following the 
date of enactment of this Act, in accordance with the following schedule: 


Retired pay not 
in excess of 
$1,600.00 shall 
be increased by 


If retired pay commences between 
12 per centum 


January 20, 1918, and June $0, 1966................................ 
July 1, 1966 and December 81,19655........................ еа 10 per centum 
January 1, 1956 and June 80, 1950... cere rrr 8 per centum 
July 1, 1966 and December $1, 1956_............... ا‎ 6 per centum 
January 1, 1957 and June 30, 1957 . ..............-.--.------ се 4 per centum 
Жу ТӨ өзе Әжсетдег 91, 4067................................. ? per centum 


Retired pay in 
excess of 
$1,400.00 shall 
be increased by 


8 per centum 
7 per centum 
6 per centum 
Á per centum 
2 per centum 
1 per centum 


Such annual increase in retired pay shall not ezceed the sum necessary to increase such retired pay to $4,104.00 
The monthly installment of each retired payment so increased shall be fized at the nearest dollar, 
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